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A STUDY OF THE WORKING OF U.P, STATE CEMENT CORPORATION 
LTD, SINCE 1972 
Cement industry makes a significant contribution 
in developing the industrial sector in India. The 
Industry a direct bearing on the construction activity 
in the coxintry right from a small house project to large 
developmental projects. The first cement factory in India 
began its production in the year 1914, with an installed 
capacity of 1,000 tonnes per annum. Till 80's the pro-
gress recorded by the industry was not impressive mainly 
because of excessive controls over price and distribution 
of cement in the country. Thereafter, with the introduc-
tion of the policy of partial decontrol in the year 1982-83, 
cement industry got a break through in terms of rise in 
installed capacity and production of cement. Consequently 
during 1988-89, there were 90 cement plants operating in 
the country with an installed capacity of 59,9 million 
tonnes per annum. In India, Madhya Pradesh is the largest 
producer of cement followed by Andhra Pradesh, Rajasthan, 
Karnataka, Tamil Nadu, Gujrat and Uttar Pradesh, 
In the past, Uttar Pradesh has been one of the 
largest consumers of cement in the country, although, its 
contribution in terms of production of cement is relatively 
low. As a result demand of cement in U.P. is higher 
ii. 
compared to the supply of cement in the State. The 
significance of cement industry in a State like Uttar 
Pradesh can not be over stressed. A highly developed 
cement industry is an essential condition for the socio-
economic development of the State, In 1972, to achieve 
the goal of balanced economic development, the U.P. State 
Cement Corporation was established by the Government of 
Uttar Pradesh, At present this Corporation has three 
manufacturing units with an installed capacity of 25,60 
lakh tonnes per annum in district Mirzapur, 
The purpose of present study is to examine the 
production performance of U.P.S.C.C. in relation to its 
with capacity utilisation and to discuss the contribution 
made by the Corporation towards national output. The study 
investigates the price and distribution policies of Central 
Government and its impact on the performance of the Cor-
poration, Also an analysis of the financial performance 
of U.P.S.C.C. has been made with the help of liquidity, 
solvency and profitability ratios. Finally an attenpt 
has been made to identify the problem areas of the Cor-
poration, including suggestions to tackle these problems. 
The study is mainly based on published data available 
from secondry sources including annual reports of the 
Corporation. Information is also gathered with the help 
of personal interviews conducted with the officers of 
Corporation including data collected on the personnel 
iii. 
and marketing policies of the Corporation. 
The study is based on the hypothesis, that obsolete 
machinery, old production methods and Government controls 
on price and distribution of cement have adversely affec-
ted the capacity utilisation and financial performance 
of u.p.s.c.c. 
The present study also traces the origin and develop-
ment of cement industry in India and examines the growth 
during plan periods. During the First plan (1951-56) the 
installed capacity of cement industry was 5.0 million 
tonnes which went up to 65,5 million tonnes during the 
Seventh Plan (1985-90) and the production of cement inc-
reased from 4.6 million tonnes to 45.5 million tonnes 
during the same period. The present investigation indicated 
that due to rise in installed capacity and production, the 
gap between demand and supply has narrowed down. During 
1979-80/ the gap recorded between demand and availability 
of cement was 6,8 million tonnes which declined to 3,6 
million tonnes during the year 1989-90, The survey indi-
cated that the industry had to face certain constraints 
such as; mechanical problems, infrastructural deficiencies 
and irrational price policy, on account of that the 
financial performance of the industry was not satisfac-
tory. The survey consisting of 17 conpanies, shows a 
declining trend and the profits before tax declined to 
Rs. (-)47 crores during the year 1988-89 as against a 
iv. 
profit before tax of Rs, 4 crores in the previous year. 
The study reports that on April 1/ 1972, U.P. 
State Cement Corporation was established by the Govern-
ment of U.P. with the transfer of two factories, i.e., 
Churk and Da11a. Earlier, these factories were working 
under the control of the Department of Industries, Govern-
ment of U.P. At present, the U.p.S.C.C. has under its 
control three cement factories, viz., Churk, Da11a and 
Chunar with an installed capacity of 25.60 lakh tonnes 
per annum in district of Mirzapur, The study shows that 
with the rise in installed capacity from 8,80 lakh tonnes 
in 1972-73 to 25.60 lakh tonnes in 1988-89, the production 
of cement also went up from 7,12 lakh tonnes to 11,34 
lakh tonnes during the same period. Despite the rise in 
installed capacity and production, the capacity utilisa-
tion declined over the years to 44 per cent in the year 
1988-89 compared to 80 per cent in the year 1972-73. The 
capacity utilisation in the Corporation declined mainly 
due to outdated and obsolete machinery, old production 
techniques, technological and mechanical constraints and 
partly due to transport bottlenecks, irregular supply 
of coal and limestone as also due to modernisation and 
rehabilitation work carried out in factories and quarries. 
The study reports that on accoxint of decline in the capa-
city utilisation the contribution of U.P.S.c.C. in total 
V, 
production of India declined from 4.59 per cent during 
1972-73 to 2.55 per cent during 1988-89. 
The investigation indicates that with the establish-
ment of Corporation in 1972-73/ there has been strict 
price and distribution controls on the sale of cement. 
In the year 1982-83, the policy of partial decontrol was 
introduced by the Central Government, although this policy^ 
too, did not achieve the desired results. The researcher 
feels that the uneconomic price policies followed may 
have adversely affected the financial performance of 
the Corporation. 
The continuing unsatisfactory performance of the 
Corporation led to huge financial losses running into 
Rs. (-)4166.97 crores (1988-89) as against Rs. (-)283.24 
crores in the year 1974-75. Consequently return on invest-
ment, which was (-)18.9 per cent in the year 1974-75 
declined to (-)61,5 per cent in the year 1988-89. 
To inprove the overall performance of the Corpora-
tion and make it a financially viable unit, the role of 
strategic planning and efficient management can not be 
over emphasised. A revamping of the organisation and 
management structure and major restructuring in the acti-
vities of U.P.S.C.C. is suggested to make it more 
competitive and result oriented. For that the Corporation 
may transferred to the joint sector and private cement 
VI. 
manufacturers may be allowed to participate upto 49 per 
cent in the equity capital of the Corporation. Also 
replacement of obsolete machinery and old production pro-
cesses with the help of new technology as well as moder-
nisation and rehabilitation work in quarries is needed. 
The State Government, on its part, should also extend 
special financial support to cope with the existing 
pitfalls. 
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Chapter - I 
I_N_T_R_0_D_U_C_T_I_0_N 
This chapter first describes the rationale, in5»or-
tance and objectives of study. Next it describes the method 
and procedures used in the study and identifies the limita-
tions of the study. Also the hypothesis and plan of presen-
tation of study is outlined. The contents of this chapter 
are as follows : 
1.1 Rationale of study; 
1.2 The Problem; 
1.3 Objectives of the Study; 
1.4 Hypothesis; 
1.5 Methodology; 
1.6 Importance of the Study; 
1.7 Limitations of the Study; 
1.8 presentation of the Study (A previev?) . 
2. 
1.1 Rationale of Study ; 
Cement is a key construction material and plays a 
significant role in the socio-economic developmental pro-
jects. It is a material which binds stones and bricks 
together, and is needed for erecting factories, building 
residential premises and constructing roads, making dams 
and bridges, and in laying various multipurpose projects, 
prior to its invention men had used dried and burnt bricks 
and were ignorant about cement. They used mud and lime for 
the construction of walls and roofs etc. Cement is obtained 
from two sources natural and artificial. Natural cement is 
of three types, Roman, Pozzolana, and Medina. Natural cement 
is rarely manufactured these days. It was produced when 
there was little demand for this commodity. However, with 
the.increase in demand, the need for large scale production 
of cement was felt to facilitate steady economic growth. 
Thus in 1824 when cement was artificially manufactured it 
was named "Portland". Today there are about eleven varie-
ties that can be xised under different conditions. These 
eleven varieties are categorized as : 
1. Ordinary Portland Cement; 
2. Low heat Portland Cement; 
3. Portland Pozzolana Cement; 
4. Portland Blast Purance Slag Cement; 
5. Rapid hardening Cement 
6. Hydrophobic Cement; 
3. 
7 , White Cement; 
8 , O i l -Wei l Cement; 
9 , Masonary Cement; 
1 0 . S u l p h a t e - r e s i s t a n t Cement, and 
1 1 . Super Su lpha te Cement. 
The first bag of cement was packed in India by a 
private company called Tata's Khatau's Indian Cement Com-
pany Ltd. At present/ too, the private sector dominates 
the industry, and accounts for nearly 85 per cent of the 
total installed capacity and prodxiction of cement in the 
cotintry. The remaining 15 per cent is the share of the 
public sector plants. Within the Private sector, the 3irla 
group is the largest producer of ceiitent. Its share in the 
total installed capacity during 1988-89 was more than 19 
per cent to be followed by Associated Cement Companies Ltd, 
with a share of about 14 per cent. In the public sector, 
the Cement Corporation of India (CCI) is the largest pro-
ducer and holds more than 6 per cent of the total installed 
capacity, followed by the U.P. State Cement Corporation Ltd, 
with a share of about 4 per cent of the total installed capa-
city. The first public sector cement plant in India (a union 
Government Undertaking), was established by the Cement Cor-
poration of India at Mandhar in Hadhya Pradesh in 1970. In 
Uttar Pradesh the first State Government cement plant was 
established at Mirzapur in 1954, These public sector plants 
helped augment the production of cement, and reduce regional 
4. 
imbalances besides achieving socio-economic objectives. 
However to meet the growing demand of cement within the 
State and to accelerate balanced economic development, the 
Government of U.P, In April, 1972 established a cement cor-
poration known as the U.P. State Cement Corporation. This 
Corporation has three manufacturing units in district Mirza-
pur with an installed capacity of 25.60 lakh tonnes per annum. 
1.2 The groblem : 
The present effort is, A Study of the Working o£ U.P. 
State CeiT«nt Corporation Ltd. Since 1972. During its early 
years the Corporation utilized some 60 to 8o per cent of the 
total capacity and worked well. However, after 1983-84 the 
Corporation did not perform well, and its capacity utili-
sation declined due to old production methods, obsolete 
machinery, technological constraints and infrastructural 
deficiencies. The Corporation had to encounter several pro-
blems to improve its performance. Ttiis study offers a cri-
tical evaluation of the Corporation's production performance, 
the financial results and problem areas. 
For research the cement industry in U.P. has been 
chosen for the following reason : 
i) Cement occupies a crucial role in a coiontry's economic 
development having a direct bearing on constructional 
activities. Cement is a primary input for developmental 
projects whether they are industrial, agriculture and 
irrigation or a private housing project. 
5. 
ii) For a long time uttar Pradesh has been one of the 
largest consumers of cement because of being the most 
populated State in the country, but its production in 
the State is very low, and therefore demand is always 
higher than production. And so it would be quite interes-
ting to examine the various causes behind the gap between 
demand and supply of cement in the State. 
iii) The U.P.S.C.C. is the single largest manufacturer of 
cement in the State, but its share of the total produc-
tion of cement in India has declined during the years 
under review. And so the possible measures to inprove 
the situation need to be suggested, 
iv) Due to rigid control upon price and distribution of 
cement and the decline in capacity utilisation, the 
Corporation's financial position has also been adversely 
affected, even though the State Government invested huge 
sxims in it. This study also touches upon the measures 
necessary to raise production with optimvim capacity 
utilisation and thereby improve its financial position, 
1,3 Objectives of the Study : 
The main objectives of the present study are : 
i) To analyse the Corporation's production performance and 
capacity utilisation, as well as make an assessment of 
its contribution to the total installed capacity and 
production of cement in India, 
6. 
ii) To assess the in^ a^ct of price and distribution policy 
of the Central Government on the overall performance 
of the Corporation, 
iii) To critically examine the financial position of U.P.S.C.C, 
with the help of liquidity, solvency and profitability 
ratios• 
iv) To suggest appropriate measures to help overcome the 
Corporation's short-comings and problem areas and imp-
rove its overall working in the light of the conclusion 
drawn. 
The present study also surveys the historical back-
ground of the cement industry in India and an atteirot is 
made to assess the future pattern of growth, 
1.4 Hypothesis ; 
The aim of the present study is to examine the working 
of U.P. State Cement Corporation Ltd. on the basis of the 
following hypothesis : 
1. Obsolete machinery and old production methods, as also 
technological constraints have adversely affected the 
production performance and capacity utilisation. 
2. Government controls on price and distribution of cement 
have also adversely affected the financial performance 
of the Corporation. 
3. Government interference in the day to day affairs of the 
7. 
Corporation has hindered managerial motivation and 
organisational effectiveness, 
1.5 Methodology : 
The present study has used some statistical tools 
to examine the various changes in the Corporation's per-
formance. To assess production performance and capacity 
and comparative capacity utilisation and the change over 
the years, percentages have been calculated and graphs 
drawn. To highlight the price policy, and the change in 
retention price, the total f.o.r. price, over the years, 
has been calculated. To analyse the financial position of 
the Corporation, ratio analysis has been used and inter-
pretations have been drawn. To describe these ratios more 
significantly, percentages have also been calculated. 
The study is based on published and lonpublished data 
available from authentic sources. A combination of methods 
were employed like collection of primary and secondary 
data, including mailing of questionnaires, and conducting 
personal interviews with the officials of Corporation. 
Information was gathered from primary sources with 
the help of interviews with the officers of Corporation 
including inforination on marketing policies, personnel 
policies and Corporation's organisational structure. 
The present study is mainly based on information 
gathered from secondary sources that are available including 
8. 
annual reports of the Corporation and pxiblished material 
in the following forms : 
1) Cement, Bombay; 2) Commerce, Bombay; 3) The Economic 
Times, New Delhi; 4) The Financial Express, New Delhi; 
5) The Hindu Survey of Indian Industry, Madras; 6) Monthly 
Commentary, New Delhi; 7) The Times of India Directory and 
Year Book, Bombay; 8) Text Books on Indian Indxistries; 9) 
Other monthly, weekly and daily pxiblications pertaining to 
the cement industry, 
1.6 Importance of the Study : 
The present study is of crucial importance to the 
economy of India in general Uttar Pradesh in particular. 
The study had some specific objectives and only some major 
problems were identified because of lack of resources and 
non availability of relevant data. Despite that it is hoped 
that the aspects covered in the study are comprehensively 
treated and would provide useful guidelines both to the 
Corporation's management and the Government of the State^ ; 
The suggestions contained in the study would help accele-
rate the Corpozration's performance and boost its produc-
tivity and profitability leading to an improvement in the 
image of the Corporation. 
1.7 Limitations of the Study : 
Despite a l l possible e f for t l imitat ions were unavoi-
dable, and were as follows : 
9. 
i) The study is mainly based on secondary sources and 
only partly on primary sources and as such it has the 
limitations of secondary sources of information. 
ii) It would have been better to include some more com-
panies for comparative purposes on the capacity utili-
sation front. However paucity of time and the difficulty 
of obtaining information from other organisations were 
the main hurdles. However a comparative study of the 
Corporation's capacity utilisation with AssociatedCement 
Companies Ltd. has been made in the present study. 
iii) Various problems of labour and management could not be 
highlighted due to limitations of resources and the 
difficulty of collecting relevant information. 
1.8 Presentation of the Study (A preview) : 
The present study has nine chapters. Each chapter 
has its summary at the end. A preview of each chapter is 
as follows : 
The first chapter introduces the study in a systema-
tic way. It also offers an analysis of the problems, objec-
tives, hypothesis, methodology and irr^ortance of the study. 
The second chapter is an attenpt to deal with litera-
ture review and therefore examines studies conducted on 
the cement industry, covering aspects like production, price 
and distribution policies and the financial position as 
also the difficulties the indxistry has to encounter. The 
10. 
chapter also briefly discusses the important findings of 
these studies. 
The next chapter is devoted to an overview of the 
cement industry in India, its origin and growth during the 
planning era, and the demand and availability of cement in 
the coxintry. Major constraints the industry has to suffer, 
as also the pricing policy and financial position have 
briefly been discussed. 
The fourth chapter, first discusses the brief history 
of U.P. State Cement Corporation Ltd., thereafter it .focu-
sses production performance capacity utilisation as well as 
the contribution of Corporation to the total installed capa-
city and production of cement in India, A comparative study 
of capacity utilisation with other organisation and demand 
of cement in Uttar Pradesh vis-a-vis other States has also 
been made. 
The next chapter describes the different stages of 
the Government's price and distribution policies including 
the policy of control, partial and finally total decontrol 
and also discusses the marketing policy of cement Corporation, 
The sixth chapter is devoted to a critical assessment 
of the Corporation's financial performance; with the help 
of Liquidity, Solvency and Profitability ratios. 
The next chapter discusses the Corporation's organi-
sation structure and examines the personnel policies 
1 1 . 
including recruitment and select ion of personnel, industr ia l 
re la t ions , workers par t ic ipa t ion and employment of SC/ST, 
The eighth chapter deals with various problems and 
p i t f a l l s tha t have confronted the Corporation since i t s 
inception. 
The f inal chapter contains a suiranary of the present 
study and makes recommendations to improve the Corporation's 
performance. 
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Chapter - II 
REVIEW OP IflTERATURE 
This chapter reviews critically the existing litera-
tiire on the U.P. State Cement Corporation Ltd. and the 
cement industry in India. Related studies show that except 
for a few occasional reports in directorate of industries 
publications, little work has been done during the last 
decade on the U.P. cement industry. Although some studies 
have been conducted concerning the history, financial per-
formance, price policy and export and in^ jort performance 
of the Indian cement industry, but as mentioned the material 
on U.P. is scarce and insubstantial. The purpose of the 
present study is to review the relevant research done on 
the subject. 
Shairma and Chauhan's study on Cement Industry, pub-
lished in 1977 examines the locational factors that have 
an ixiportant bearing on this industry* The authors opined 
that India is rich in natural resources like limestone, 
gypsum and coal the main ingredients for manufacturing 
cement. Natural resources apart the waste obtained from 
the new developing iron and steel and fertilizer indxis-
tries can also replace limestone. Thus sludge from the 
fertilizer plants and the slag from iron and steel indus-
try could be profitable substitutes. The authors also 
describe the provincial and regional distribution of the 
13. 
indxistry and also the installed capacity. A brief discu-
ssion of the iitpact of price policy (like control and 
decontrol), on the industry's steady growth, as also its 
problems and difficulties has also been included. 
In 1982, C,3. Meinoria published a study entitled 
2 
Cement Industry which traces the origin of the industry 
and its development before independence, it discusses the 
cons\iinption of cement in India and abroad, and within the 
country; its location and region-wise concentration during 
the plan periods between 1950-51 and 1978-79. The study 
also covers the organisation of the industry and shows the 
installed capacities of public and private sector units and 
lists the new plants approved by the Government. It syste-
matically analyses the effect of the price policy during 
the control period. The author, is of the view that the 
industry is facing many difficulties which require immediate 
solution if-any positive results were to be achieved. One 
prime obstacle is that the cement making machinery coii5>ara-
tively is of very high cost. Also, inadequacy of finance 
was a crucial problem. Thus only 19 per cent of requirements 
are met through internal sources, and the balance 81 per 
cent, through external sources. Further obsolete machinery 
and heavy and costly repairs made the cost rise exorbi-
tantly. Uneconomic location of plants also affected the cost 
structure and continuous process of cement making because 
the plants were at large distances from coal and high grade 
14. 
limestone concentrations. 
In 1985, yet another study entitled Cement Industry 
3 
was published, authored by Sivayya and Das , It begins 
with a discussion of the importance of cement industry 
and the consximption pattern of cement. Location was con-
sidered under three important factors, viz, availability 
of raw materials, power and the markets, all of which 
influenced the establishment of cement industry. The study 
points out that Associated Cement Companies and Dalmia are 
the large sized organisations. Out-side these groups, small 
size units exist. The authors opined that the centrali-
sation of ownership xinder A,C.C, and Dalmia facilitated 
the integration of different lonits, financially, raanager-
ially and administratively. The study also lists the targets 
and achievements of the cement industry between the first 
and fifth plans. The authors also enumerate the difficul-
ties the cement industry has to face including paucity of 
raw materials which are weight loosing and involve high 
transpoirt cost; along with this the eastern and northern 
regions suffer short-falls in installed capacity and produc-
tion; also, the cost of production under various heads have 
continued to increase over the years and the industry was 
unable to exercise any control. The study mentions that 
during 1970-71, raw material cost, as percentage of total 
value of production was 23.8 and it rose to 25,1 in 1975-76, 
Also, because of inefficient distribution, the industry 
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loses • 4 per cent of i t s t o t a l production during handling 
and transportation for methods of packing are s t i l l t r ad i -
t ional and cause a clossal loss of aroxind Rs« 80 crores. 
In the same year, tha t is 1985, Datt and Sundaram 
4 published a brief study en t i t l ed Cement Industry in India . 
I t dealt with the origin and development of the industry 
and commented that the per capita consun^tion of cement in 
the country was far below to tha t of developed countries. 
I t also high-lights the importance of the industry in terms 
of employment potent ia l and i t s contribution towards gross 
national product. These authors argues tha t dras t ic power 
cuts , coal shortages, lack of ava i l ab i l i t y of wagons, 
limited ava i lab i l i ty of furance o i l and a r igid price 
policy have adversely affected growth of the cement indus-
t ry in India, 
In 1985, Gadgil and Gadgil in the i r study on Cement 
Industry emphasized role and significance of the industry 
in view of the fact that cement helps build a shel ter , and 
also contributes substant ia l ly to the development of both 
indxistry as well as agr icu l tu re . In production profi le the 
authors analyse capacity u t i l i s a t i o n in the industry bet-
ween 1950-51 and 1980-81, and fovind tha t i t declined from 
82 per cent to 74 per cent during th i s period. They also 
examined the various schemes of the Government to augment 
the production of cement in the country to cope with the 
growing demand, including the se t t ing up of 85 mini-plants. 
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Among the pitfalls and drawbacks the authors list lack of 
modernisation programmes which could help reduce cost of 
production. The policy of price and distribution, was cri-
ticised for not allowing remunerative price to manufacturers. 
Again in 1987, Kumar B. Das in his book Cement Indus try-
in India first narrates the history of the industry, and 
goes on to delve on the location criteria and the emerging 
location pattern. Next, the author describes the targets 
and achievements, in terms of capacity and production bet-
ween the first and sixth plans, and record the production of 
cement in some select coxintries like U.S.S.R., U.S.A., Japan, 
Germany, Italy, France and U.K. Capacity utilisation in the 
cement industry between 1971 and 1980 is also carefully 
analysed and so are the over and under capacity utilisation 
in the different units, The price policy and its inpact on 
the steady growth of the industry is also reviewed. An app-
raisal of financial performance of 18 selected conpanies is 
made in detail, revealing the income and expenditure of 
these companies> liquidity and profitability ratios between 
1970-71 and 1977-78, as also the sources and the uses of 
fuinds in these coirpanies. Various suggestions are also 
offered to further accelerate the growth of this nation 
building industry, recommending expansion of public sector 
firms and advising that big houses like ACC be discouraged, 
and also asking for freer inport of modem technology so 
as to minimize the cost of production. 
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An a i r t i c l e , piiblished in 1985, by A.L. Kapoor, and 
7 
entitled New Horizons in Cement stresses the crucial role 
of the partial decontrol policy which encouraged investment 
and raised the installed capacity* The author says that 
during the previous three years alone, the industry incurred 
a capital expenditure of Rs, 650 crores towards optimisa-
tion of production, modernisation and expansion. The ins-
talled capacity rose from 29.3 million tonnes to 42 million 
tonnes, and production from 21.1 million tonnes to 30.1 
million tonnes between 1981-82 and 1983-84. Kapoor also 
names the barriers that obstruct the industry's progress 
and singles out three as the being the main obstruction : 
the industry is capital intensive; it has a long gestation 
period; it has unavoidable infrastruct\iral problems. The 
author also described that the industry is in the process 
of a radical technological transformation and feels that 
with the expansion in installed capacity and production, 
the industry should find new marketing avenues in rural 
areas. It also recommends that new strategies be adopted 
to help even export cement in the near future. 
Yet another article entitled Regional Imbalances 
g 
Persist was published by P.R, Venketrama Raja in 1986 , 
in which the regional position of the industry in terms of 
production and demand in the country was looked into. The 
author is of the opinion that the dual pricing system was 
responsible for the industry's phenomenal progress, and 
18. 
therefore, recommends necessary cut in imports, and the 
raising of supply in sizeable quantities to deficit regions. 
This article also records the region-wise production and 
demand of cement and depicts that eastern and northern re-
gions were always in deficit because production was forever 
less than demand. To execute modernisation programmes the 
author suggests that the Government should give special 
incentives and soft terms loans. 
An article entitled Cement Units, Sad Plight was 
9 
published by K,V. Subramanian in 1987 , criticizing the 
policy of partial decontrol the author feels that the policy 
being no longer remunerative has put the industry in serious 
crisis. The levy price did not cover even depreciation and 
interest, and the levy supply subsidised only consumers, 
who were mainly the Government and its departments. Further, 
the non-levy price was not at all adeqiaate even to pay the 
interest on higher investments. Also, the author observes 
that large man-power and obsolete technology made the older 
units grow sick faster, while the new units were bom sick 
and become worse in future. All this will hardly attract 
new investments and therefore the target of 100 million 
tonnes by the turn of this century will never be achieved. 
From the pricing point of view, the author finds that in 
1983, the non-levy retail price of cement was Rs. 60 per 
bag of 50 Kg. but in 1987,too, cement was available in 
most markets at less than Rs, 60 per bag. The general 
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inflation rate which ranges between 8 and 9 per cent should 
have made the open market price stand around Rs. 88/90 per 
bag of 50 Kg, Also, the excise duty* which was as, 70 in 
1982, went up to Rs, 225 per tonne in 1987^ The rising ro-
yalty and cess on limestone and higher capital cost per 
tonne, also adversely affected the indxistry's profitability. 
An article on Problems and Prospects of Cement Industry, 
pxiblished in 1987, reveals that the dual pricing policy en-
couraged the industry to expand its capacity and production. 
But then, the costs of production also soared and investments 
in modernisation shrank because of many drawbacks. Also, due 
levy cement price being low and the margin from non-levy 
cement xinsatisfactory, gross profit after interest declined 
at a higher rate falling to Rs, 50 in 1985-86 when in 1982-83 
it was Rs, 120, The study also reports that despite being an 
economic producer of cement vis-a-vis many other countries, 
the profitability of the industry in India has eroded parti-
cularly because of old manufacturing technology which raised 
the average operating cost. The author warns that the indus-
try requires immediate relief for its survival, advising 
conplete exemption from excise duty and more reduction in 
levy obligation to prevent units established between 1982 
and 1986 from becoming sick. 
The Commerce Research Bureau conducted a study entit-
led Cement ; Bane of Low Capacity Utilisation in 1987, 
2 0 . 
This study systematically examines the performance and 
problems of the cement industry, the pr ice policy and i t s 
impact on the steady growth of the industry. I t also attem-
pts to assess why, despite the ins ta l l ed capacity r is ing to 
44 million tonnes in 1985-86 from 3.3 million tonnes in 
1950-51# did the capacity u t i l i s a t i o n decline from 90.9 
per cent to 75,2 per cent during the same period. Also, bet-
ween 1959-51 and 1985-86, the annual ra te of growth was 7.7 
per cent in terms of ins ta l l ed capacity and 7.1 per cent 
in terras of production. The publication also shows targets 
and achievements during the plan period, and the demand and 
ava i l ab i l i ty of cement between 1978-79 and 1984-85, including 
in^jorts and exports between 1970-71 and 1984-85. The study 
notes that within a short period of four years, ( i . e . , 
1982-83 to 1985-86) the industry added more than half the 
capacity i t achieved during the preceding three decades, 
and helped the coiintry come out of acute shortages of cement 
and the dragnet of black marketing. However the study c r i t i -
cized the pr ice policy of the Government and says the fixa-
tion of a low retention pr ice and lower rea l i sa t ions from 
sales of levy and non-levy cement have affected the financial 
performance of th is industry. Already many older units were 
sick, and the newer p lan t s , which commenced production af ter 
the introduction of dual pr ic ing policy, faced serious 
financial c r i s i s , and were in no posi t ion to meet the 
in te res t and depreciation charges. 
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Yet another article entitled Cement ; Partial Decontrol 
12 Doubles the Growth Rate, published by S. Annaraalai in 1988 
assesses the trend in production during the control and 
partial decontrol periods as well as the cost structure of 
cement between 1959 and 1980. The study reports that during 
the control period the rate of growth was slow and the avera-
ge cost of production higher than the retention price. Also, 
that the new policy, i.e., the partial decontrol policy was 
received by the industry with great enthusiasm and so bet-
ween 1982-83 and 1988-89 a sizable amount was invested to 
raise the capacity, which doubled during this period vis-a-vis 
the previous years. Towards the end the author observes that 
the partial decontrol policy helped in many ways encouraging 
investment, production, prices, modernisation and technolo-
gical progress. It also brought dynamism and optimism both 
manufacturers and customers alike. 
A pxiblication entitled Plan to Use Gas for Coal in 
Cement Industry contributed by Financial Express Bureau in 
13 1988 attracted the Government's attention, mainly because 
it mentioned that natural gas was being used by the industry 
as a substitute for coal. It also incorporates the NCB 
(National Council for Cement and Building Materials) sugges-
tion that cement units concentrated nearer the gas fields 
in Andhra Pradesh, Saurashtra, Assam and also those close 
to the HBJ pipeline in Rajasthan and uttar Pradesh could 
benefit from this. The bureau also viewed that cement units 
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in Pakistan and U.S.S.R, were already using natural gas as 
fuel. Natural gas as a fuel had many advantages. Thus coal 
has a high ash content, which has to be compensated for by 
adding clay (a siliceous material) and this increases the 
cost of production, whereas the increase in cost if natural 
gas is used is only marginal. The study identifies the 
cement xinits which have the potential for xising gas as 
fuel because of their nearness to gas fields in the coxintry. 
A 1988 article entitled Sharp Increase in Production 
14 Capacities by Sushraa Ramchandaran reveals that since 1982, 
the cement sector has undergone a sea change, because of 
a sharp rise in installed capacities, production, and mo-
dernization and expansion programmes on a large scale. 
Examining the regionwise capacity and production of cement 
in the country, the study finds western and southern regions 
manufacturing considerably more cement than the north and 
the east. It takes particular notice of the north and finds 
U.P, the largest producer. The article also records the 
per capita consunption of cement in India between 1968 
and 1985. 
A study by B.N. Reporter in 1987, entitled Deregula-
tion Only Way Out lists the problems the industry has to 
counter and suggests the abolition of all controls. For, 
after the declaration of the partial decontrol policy pro-
duction had increased though the open market price had 
declined and manufacturing costs were mounting all the 
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time. Investment costs too have increased at a higher rate, 
which has gone up from Rs. 650 per tonne to Rs. 1400 to 
Rs. 1500 per tonne during a decade. The study also reports 
that rebate in excise duty, decline in levy obligation for 
new, old and sick units, and rise in retention price was 
too insufficient vis-a-vis the hike in input material costs. 
In this publication the author suggested that during the 
partial decontrol period the industry witnessed dramatic 
changes both in production and management. However, deregu-
lation of the industry is advised if technological changes 
and better customer services are envisaged, and if the 
existing problems are to overcome. 
An article by Durgesh in 1988 entitled Cement 
Decontrol reports that the cement industry welcomed 
the proposal of the Government to abolish the levy quota 
concept by the end of the seventh plan. Also, at Govern-
ment's insistence the industry installed diesel generating 
sets to generate power to meet perpetual power cuts. The 
Government provides incentives to compensate the cost 
increases in those units which are using their own captive 
power for manufacturing cement by reducing their levy quota. 
The author advises that States which have adopted captive 
power sets, should be given monetary condensation either 
in cash or by way of reduction in excise duty, when the 
industry is decontrolled. The Government does offer certain 
incentives in the shape of reduction in levy obligation 
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when the capacity utilisation was in between 100 and 125 
per cent. However, the author opines that due to massive power 
cuts it is impossible for a \init to achieve 100 per cent 
capacity utilisation. Therefore this incentive plan of the 
Government was not very encouraging and may not be bene-
ficial for the industry. 
Another article,viz.. Cement Industry Needs Positive 
17 Policies published in 1988, by T.R. Seshadri the author 
pleads for full exploitation of natural resources for lime-
stone, gypsum and coal was available in huge quantities 
and could feed the cement industry for long. This was beca-
use India held about 2 lakh million tonnes of limestone, 
out of which 60,000 million tonnes was cement grade and 
enough to produce 100 million tonnes of cement every year, 
for over 400 years. However, technological problems, un-
economic location of plants and complexities of geological 
formations hinder full utilisation. Natural gypsum for manu-
facturing cement was available in sufficient quantity in 
Rajasthan and Tamil Nadu, Bhutan too held eighty five 
million tonnes and therefore, plants in north-eastern India 
could economically use the gypsum from Bhutan. According to 
a survey phospogypsiom from the fertilizer industry may also 
be used as a substitute for mineral gypsum. The author also 
said that 27.3 million tonnes of coal are required to meet 
production targets by the end of 2000 A.D,, which will be 
very difficult to provide such huge quantity and also 
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because the coal industry had its own problems. From the 
investment point of view, the author thought the cement 
industry capital intensive, which required more finance 
for setting up an additional capacity of 22 million tonnes 
during the eighth plan, the total investment for which 
was estimated at Rs, 2600 crores or 520 crores per year. 
All in all the author thought that the Government must 
needs be more pragmatic if it desired the industry to have 
natural resources exploited by modern technology, add to 
installed capacity and modernize existJLng units. 
In 1990, Sahetiya Srichand conducted a brief but 
systematic study entitled Immediate Prospects Hazy, Long 
18 Term Out Look Good . The study welcomed the step to 
decontrol the cement industry from March 1990. It also 
includes an analysis of the trend in capacity, which rose 
from 3,3 to 59.0 million tonnes, and of production,which 
went from 2.2 to 44,0 million tonnes between 1950-51 and 
1988-89, and of the demand of cement which too increased 
and reached 46,9 million tonnes in 1988-89 after being 
30.2 million tonnes in 1981-82, Some other items have 
also been covered in this publication like variety-wise 
cement production, consumption of cement by Central and 
State Governments, excise duty collected from cement 
industry and the per capita consiimption of cement. The 
author has also expected the demand for cement to grow 
7 to 8 per cent per annum resulting in an overall 
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requirement (including exports) of about 67 to 69 million 
tonnes by 1994-95. Therefore, in order to cope with anti-
cipated demand during the eighth plan, the establishment 
of additional capacity is very necessary. For strengthening 
the export of cement the author argues that a 10 per cent 
cash compensatory support is not adequate and the Govern-
ment should provide some more incentives to industry. The 
author also feels that productivity in Indian cement plants 
is very low as con^ared with that in advanced countries, 
though it can be raised through modernising manufacturing 
processes. 
In 1990, M, Krishnan Kutty published an article 
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entitled Sharp Setback in Profits which studies the 
financial results in selected cement manufacturing com-
panies. The author assessed that stiff competition, lower 
price realisation and steady rise in input costs have 
adversely affected the financial health of cement com-
panies and they were passing through a period of crisis. 
The indiostry's profitability has been deteriorating since 
1982-83 and the gross return on net sales and capital 
employed has also declined at a high rate. The author 
shows that the financial position of 17 selected companies 
was not satisfactory. The net sales of these companies 
increased over the years, but the profit before tax which 
was Rs. 4 crores in 1987-88, plummetted down speedily to 
a loss of Rs. 47 crores during 1988-89. 
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In a 1990 publication en t i t l ed Export Incentives 
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Needed by Rajeshwari Nair , the author assessed import 
and export performances between 1978-79 and 1988-89 and 
found that the import continued till 1986-87, whereafter 
it stopped because of technological development, enhanced 
in installed capacity and rise in production. Between 
1978-79 and 1988-89, cement was also exported but the 
quantity was meagre being less than one lakh tonnes ann-
ually because a huge domestic demand. Due to continuous 
rise in production the author was of the opinion that 4 
million tonnes of surplus cement in future, may be expor-
ted to neighbouring countries like Bangladesh, Nepal and 
Sri Lanka. The author also remarked that in the inter-
national market, cement sold at around Rs. 557 per tonne, 
while the cost of loading a tonne of cement on board the 
ship in India came to around Rs. 1160. Thus, in order to 
encourage the export of cement Government should provide 
concessions and incentives to the industry. 
Yet another detailed and systematic study, done 
21 in 1988 entitled Cement , examines the growth of this 
industry in terms of the rise in installed capacity and 
production between 1950-51 and 1986-87, as well as its 
targets and achievements from the first to the sixth plans, 
as also the installed capacity in major cement producing 
States and the Corporate performance of selected ccnpanies. 
Itsassessment is that after the introduction of the 
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p a r t i a l decontrol po l icy , new un i t s were es tabl ished and 
ex i s t i ng u n i t s went in for modernisation and expansion 
to help r a i s e i n s t a l l e d capac i ty and product ion. With the 
upgradation of technology, industry a l s o changed the wet 
process k i l n s to dry process k i l n s wi th p reca lc ina to r tech-
niques . The study a l so repor ts the Government's p r i ce 
po l i cy and growth of t h i s industry dur ing the control and 
p a r t i a l decontrol pe r iods . After an ana lys i s of the work-
ing of 17 se lec ted cortpanies the s tudy concluded tha t in 
1980-81 the net sa les of these companies were Rs. 505.33 
c ro re s , whereas the gross p r o f i t Rs, 32,55 crores.However, 
providing for deprec ia t ion , i n t e r e s t , and tax , the loss 
incurred was of Rs. 3.20 c r o r e s . Also, the working r e su l t s 
of 13 companies show t h a t from 1981-82 onwards they were 
favourably affected by the dual p r i c i n g system, so much 
so t h a t during 1985-86, the ne t s a l e s and gross p r o f i t 
of these 13 companies s t e a d i l y rose touching Rs. 1326.00 
crores and Rs. 206.85 crores r e s p e c t i v e l y , so tha t a f t e r 
deducting the burden of dep rec i a t ion , i n t e r e s t , and tax, 
the p r o f i t was Rs. 34.35 c r o r e s . 
The annual publ ica t ions of D i r e c t o r a t e of Indus-
22 
t r i e s , U.P. have b r i e f l y analysed the performance, p ro -
blems and prospects of the U.P. S t a t e Cement Corporation, 
The r epo r t s of 1980-81, 1984-85 and 1988-89 examined the 
i n s t a l l e d capaci ty and production of cement a t Churk, 
Dalla and Chunar u n i t s r e spec t i ve ly , as a l so the a v a i l a b i -
l i t y of the p r i n c i p a l raw ma te r i a l , i , e , , limestone in 
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the vicinity of these factories. These reports also men-
tioned workers welfare facilities and industrial relations 
in thfe Corporation and found them cordial. As the problems, 
these studies eirohasise the roles of old production methods, 
and obsolete and outdated technology at the Churk and Da11a 
units. For future development these reports predict that 
the conversion of old production methods with precalcinator 
techniques, rehabilitation and modernisation works at 
Churk and Dalla units and the establishment of mini cement 
plants in U.P, will enhance both production and producti-
vity at the Corporation. 
Summary . 
A review of the academic work done on the cement 
industry shows that much attention was focussed on the 
performance, problems and prospects during the last decade. 
Of these, studies Sharma and Chauhan (1977), Memoria (1982), 
Sivayya and Das (1985), Datt and Sundaram (1985), Gadgil 
and Gadgil (1985), and Das Kumar B. (1987), Kapoor (1985), 
Venketraraa Raja (1986), Subraraanian (1987), Commerce 
Research Bureau (1987), Reporter (1987), Annamalai (1988), 
Sxishma Ramchandaran (1988) , Durgesh (1988), Seshadri 
(1988), Kothari's Year Book (1988) by and large conclude 
that the control period witnessed a slow rate of growth, 
whereas after the declaration of the partial decontrol 
policy there was considerable progress in the Indian cement 
sector. Some important articles by Economic Times Research 
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Bureau (1990) cover various other aspects of the indxistry 
like availability of raw material, growth during control 
and partial decontrol, various stages of price policy and 
its impact on the growth of industry, and the financial 
position of selected cement manufacturing con^anies. 
The above discussion also shows that with the exce-
ption of a few and brief studies conducted by the Directo-
rate of Industries, U.P., little research has been done 
concerning this indxistry at the State and Corporate level 
including the U.P, State Cement Corporation, Although 
studies by Kothari (1988) and Krishna Kutty (1990) report 
about the working of several companies (ranging from 13 
to 17) but there is hardly any study which provides in-
depth focuss about the performance of a single company. 
The present study attenpts to provide an indepth analysis 
about the production and financial perfoirmance as well as 
pricing policies and problem areas of U.P, State Cement 
Corporation. 
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Chapter - III 
This chapter traces the origin and development 
of the cement indixstry in India and studies the demand 
and supply position* The pricing system as also the 
financial position of the industry have briefly been 
discussed. Some major problems confronting the cement 
industry have too been summarily analysed. The break-up 
of the chapter is as follows i 
3.1 Introduction; 
3.2 Origin and Development; 
3.3 Growth During Plan Periods; 
3.4 Consumption of Cement; 
3.5 Demand and Availability of Cement; 
3.6 Pricing Policy and Distribution; 
3.7 The Financial position; 
3.8 Major Constraints; 
3.9 Summary . 
References. 
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3.1 Introduction 
Cement industry plays a majorxole in the i n d u s t r i a l 
s e c t o r and helps inprove Indian economy considerably. I t 
i s one of the o ldes t manufacturing i n d u s t r i e s , c r u c i a l l y 
exp lo i t i ng na tu ra l resources , l i k e l imestone, gypsum and 
c o a l . Before independence i t s r a t e of growth was slow, 
, For, n e i t h e r did the Government give i t more a t t en t ion 
nor the Government encouraged p r i v a t e en te rp r i se in what 
proved to be a nation b u i l d e r i n d u s t r y . However, a f t e r 
independence there was a b ig change and cement was brought 
under Item 35 of the Schedule of the Indus t r i e s (Develop-
ment and Regulation) Act, 1951, and was sxibject t o l i c e n -
cing, excepting during the per iod between May 1966 and 
February 1970» However, the progress recorded by the 
indus t ry in the 70s was not impressive because of the 
i n h i b i t i n g e f fec t of con t ro l over p r i c e s and d i s t r i b u t i o n . 
The experintent of d i f f e r e n t i a l r e t e n t i o n p r i c e s , and the 
formula of post tax re turn on ne t worth, a l so did not y ie ld 
the des i r ed r e s u l t . Consequently the dual pr ic ing system 
was introduced in February 1982. Thereaf te r there has been 
a r a d i c a l change in the conplexion of t h i s indust ry . 
However, in recen t years the p a t t e r n of change 
appears to be more s i g n i f i c a n t and n o t a b l e . The Industry 
could now boost of heavy c a p i t a l expendi ture besides im-
plementing modernisation and expansion schemes. The indus-
t r y a l s o es tab l i shed a new s t r i n g of new u n i t s . As a 
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consequence, both installed capacity and production rose 
substantially and India became the 7th largest producer 
of cement in the world, 
3.2 Origin and Development 
Cement, an essential feature of modem civilisation 
that binds stones and bricks together and builds for this 
civilization its "jungles of concrete", refers to 'Port-
land Cement' only. It is a granular powdery substance, 
generally Khaki green in colour which when mixed with water 
forms a coherent mass. First manufactured in England in 
early nineteenth century, it resembled a stone quarried 
near Portland, a city in England, which gave to it its 
name. In the year 1824, its first ever use was made by 
Joseph Aspidin an English mason. However, though not known 
then by its current name, it is an ancient building mater-
ial. Mohanjodaro is believed to have used it, the Greeks 
enployed it extensively, but credit must go to the Romans 
2 
for. .having made cement concrete. 
The later part of 19th century saw many countries 
adopt this process of cement manufacture. The cement fac-
tories were first established around 1890 in Canada and 
Australia, and in 1884 in Newzealand. India had to wait 
for the present century to begin in order to start its 
early cement factories. 
In 1904, a small plant was established in I-tedras, 
using sea-shells as a source of limestone for manufacturing 
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the cement. The i n s t a l l e d capac i ty of t h i s p lan t was only 
30 tonnes pe r day, and ac tua l product ion l a s t ed only for 
a decade due to technological c o n s t r a i n t s and inadequate 
supply of raw mate r ia l s , whereafter the p l a n t was shut 
4 down. The next e f fo r t was made j u s t before the beginning 
of the of World War I , when in 1912, t he f i r s t cement fac-
tory Ta t a ' s Khatau's Indian Cement Company Ltd, was s e t up 
a t Porbandar in Gujarat . The production of t h i s factory 
commenced in October 1914 with a capac i ty of 1,000 tonnes 
pe r annum. With t h i s effor t? the cement indus t ry in India 
was on i t s way. Later two more f a c t o r i e s got going, one 
a t Katni in r-^ adhya Pradesh and the o the r a t Lakheri, in 
Rajasthan, the former as Katni Cement and I n d u s t r i a l Com-
pany Ltd, and the l a t t e r as Bundi Por t l and Cement Con^jany 
Ltd . , in January 1915, and December 1916 r e spec t ive ly . The 
combined annual production of these t h r e e fac tor ies was 
92,718 meteric tonnes by 1920. 
Cement production in the country got rea l incen-
t i v e during I VJorld War, when Government purchased huge 
q u a n t i t i e s for heavy cons t ruc t ion inc lud ing railways and 
b r i d g e s . T i l l 1914, when the War s t a r t e d , India was impo-
r t i n g nea r ly 1,80,000 tonnes of cement annual ly to meet 
the coun t ry ' s requirements.^ However, soon a f t e r the War 
had s t a r t e d , the coun t ry ' s domestic product ion of cement 
rose cons iderab ly . During the post-war pe r i od , i . e . 
between 1919-1924 th ree new conpanies e s t ab l i shed , one a t 
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Japla in Bihar the next a t Dwarka in Gujrat , and the t h i rd 
a t Banmore in M.P. with a combined capac i ty of 5,59,000 
tonnes . The post-war boom was rapid and the aggregate produc-
t ion increased from 945 tonnes in 1914, to 2,36,746 tonnes, 
in 1924, while the inpor ts in the same per iod declined from 
1,65,733 tonnes, to 1,24,186 tonnes . This increase in capa-
c i t y and production in the country and the preva i l ing world 
conpe t i t ion created a pr ice-war s i t u a t i o n and the problem 
of d i sposa l of the product emerged as a major issue for 
the i n d u s t r y . The p r i c e war in the domestic market, conve-
n e d indigenous firms to reduce t h e i r p r i c e s to a level 
t ha t they f e l l far below the ac tua l c o s t of production. 
This, toge the r with foreign competi t ion caused heavy losses , 
and led to a s i t u a t i o n in which surv ivour spec i a l l y became 
acconpl ices . Be t h a t as i t may, the Ta r r i f Board was appro-
ached with app l ica t ions submitted for the grant of a sub-
sidy of Rs, 25 per tonne to p r o t e c t indigenous production 
aga ins t foreign coi rpet i t ion . 
The Tariff Board i n s t i t u t e d an enquiry and found 
t h a t the cement indust ry did possess some na tu ra l advan-
tages in respec t of raw mater ia l s of good q u a l i t y , but 
i t a l so had to function under cons ide rab le cons t r a in t s 
s p e c i a l l y in regard to fuel as most of the cement fac tor ies 
were s i t u a t e d away from the c o a l f i e l d s . Regarding marketing, 
the Board pointed out t h a t the up-country market was com-
p a r a t i v e l y a p ro tec ted market for the Indian Cement Works, 
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which, except for the Saurashtra factories, were 300 miles 
away from any port. Elsewhere, especially in Bombay and 
Calcutta, Indian Cement had to face foreign conpetition. 
However, as the principal market for cement in India is not 
up-country but in ports, most Indian factories face a dis-
advantage because they are located away from the ports. The 
Board therefore declined to recommend protection to the in-
dustry on grounds of over production. The Board felt that 
prices were determined more by internal factors and extent 
of competition among Indian manufacturers and not by in5)orts 
alone. 
However, the Tariff Board recommended protection 
of the indigenous industry against dion^ jing of in^ jorted cement 
at uneconomic prices. Custom duty was proposed to be raised 
from 15 per cent to 41 per cent, in order to exclude foreign 
cement from the Indian market and to substantially increase 
8 the domestic output and to avail attractive profit margin. 
This proposal of the Tariff Board was not accepted by the 
Government of India, and the cement industry was, left to 
set its own house in order through its own resources. 
Consequently an association known as the Indian 
Cement Manufacturers Association (ICMA) was established 
in the year 1925. ICMA was entrusted with the responsibi-
lity of fixing and regulating the sale prices of cement. 
The emergence of this Association helped in saving the 
cement industry from near collapse due to the threat of 
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9 internal and external competition. Another association, 
known as the Concrete Association of India was formed in 
the year 1927. Its aims were : (a) to educate the public 
in the use of cement, in order to increase the consun^jtion 
of cement in the country and (b) to provide free technical 
aid and advice to the consumers. Then in 1930, the Cement 
Marketing Conpany of India (CMCI) came into existence, and 
a quota system was adopted on the basis of the installed 
capacity of each factory. The Cement Marketing Cotrpany of 
India (CMCI) helped eliminate internal competition, reduce 
transport charges, avoid over production, and increase the 
demand for cement through a centralised advertising campai-
gn. These measures gave in^etus to the development of the 
cement industry in India. It provided incentives for better 
performance in terms of increased sale of cement and also 
protection from the price war due to the adverse effects of 
foreign and domestic competition. As a result, many new 
cement factories were established. The installed capacity 
increased from 5.8 lakh tonnes in 1924 to 14.7 lakh tonnes 
in the year 1935. The production also increased from 2.4 
lakh tonnes to 8.6 lakh tonnes during the same period. 
This increase in production caused iaports to decline from 
a level of 1,24,186 tonnes in 1924-25, to 32,000 tonnes, 
in 1937-38. 
During the Second World War Cement industry achi-
eved good progress on account of increased demand for 
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cement for cons t ruc t ion purposes from overseas and an 
increase in the p r i c e s of cement. Also, the Indian Govern-
ment purchased heavy stock of cement for A.R.P, works, and 
for m i l i t a r y cons t ruc t ion . Consequently, in5>orts declined 
from 21,000 tonnes, in 1938-39 (valued a t Rs. 10 lakh), to 
4,300 tonnes in 1940-41, (valued a t Rs. 6 lakh). Meanwhile, 
the Government had exercised a s t r i c t c o n t r o l over the 
supply of cement and as a r e s u l t most of the c i v i l i a n demand 
remained unmet. 
3.3 Growth During Plan Periods 
After independence, India opted for a planned 
economy to develop the country. Undivided India had 24 
cement f a c t o r i e s with an i n s t a l l e d capac i t y of 26 lakh 
tonnes pe r annxim. After p a r t i t i o n , s i n c e 5 fac tor ies went 
over to Pakis tan , the t o t a l capac i ty of cement industry 
decl ined to 22 lakh tonnes . However, in the post- indepen-
dence pe r iod , the cement industry in Ind ia witnessed a 
rapid growth. At the beginning of F i r s t Five Year Plan 
(1950-51) the re were 21 cement p l a n t s wi th an i n s t a l l e d 
capaci ty of 3.3 mi l l ion tonnes, while t h e i r production 
was 2.2 mi l l ion tonnes . Thereafter , t h e r e followed a s t e a -
dy growth in i n s t a l l e d capaci ty , as w e l l as production of 
cement towards the end of each p l a n . Table 1 shows the 
plan-wise t a r g e t s and achievements of the cement industry 
during the success ive Plan pe r iods , i . e . between 1951 and 
1990. 
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The table 1 shows that although the cement industry 
achieved substantial progress during plan periods, the 
actual targets achieved in respect of installed capacity, 
and production of cement, at the end of each plan, fell 
short of the estimated targets this may be due to delays 
in the inplementation of expansion programmes as well as 
in the construction of various projects. At the end of the 
First Plan the targets fixed were; 5,3 million tonnes in 
terms of installed capacity and 4.8 million tonnes for pro-
duction, whereas the actual achievements were 5,0 million 
tonnes for former and 4,60 million tonnes for the latter in 
the same period. This shows that the short-fall in terms of 
installed capacity and production was 0,3 million tonnes 
and 0»2 million tonnes respectively against the established 
targets. Despite the short fall, cement industry achieved 
the targets of more than 90 per cent at the end of First 
Plan, 3y the end of Second Plan (1956-61), whereas the 
Government fixed the target of 16 million tonnes of ins-
talled capacity and 13 million tonnes of production due to 
rise in domestic demand, the industry achieved only 58 per 
cent of estimated targets of installed capacity,only 61,5 
per cent of the targets of production* By all accounts this 
is not a good performance. However, towards the end of Third 
and Fourth Five Year Plans, the cement industry achieved 
more than 80 per cent of its targets fixed for installed 
capacity as well as production. But, again the targets 
fixed for the Fifth and Sixth Plans, in respect of installed 
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capacity and production were not fully achieved although 
the actual targets realized were more than 90 per cent. 
These represent inpressive results. By the end of Seventh 
Plan the indiostry fixed the targets of 62 million tonnes of 
installed capacity and achieved 60.5 million tonnes, which 
represents 97.5 per cent of the target. The production reco-
rded was about 45.4 million tonnes as against the targets of 
49.0 million tonnes, which represents 92.6 per cent of the 
target fixed by the industry for the Seventh Plan. One sig-
nificant feature of the growth of cement industry during 
the Plaiming era was that the installed capacity had dou-
bled, i.e., from 19.3 million tonnes in the first five 
plans to 37,9 million tonnes in the last two plans. This may 
be due to the partial decontrol policy enforced by the 
Government in Febniary 1982. 
At present there are about 90 cement plants operating 
in the country with an installed capacity of 59.9 million 
tonnes reported in the year 1988-89. These cement factories 
are mainly concentrated in Madhya Pradesh, Andhra Pradesh, 
Rajasthan, Gujarat, Bihar, Tamil Nadu and Kamataka. These 
states account for 90 per cent of the limestone reserves 
of the country^location of a cement factory near the lime-
12 
stone resources has its own advantages. By the end of 
1988-89, Madhya Pradesh ranked first with an installed 
capacity of 11.24 million tonnes followed by Andhra Pradesh 
with an installed capacity of 10.31 million tonnes. Next 
45. 
was Rajasthan with 5,65 million tonnes, Kamataka 4,32 
million tonnes, and Tamil Nadu 4,23 million tonnes, Gujarat 
with 4,04 million tonnes, U.P, 2.56 million tonnes, and 
13 
finally Bihar 2,40 million tonnes. The remaining capa-
city is contributed by other small States, Madhya Pradesh 
and Andhra Pradesh are the major cement manufacturing states 
in the country and contribute more than 37 per cent of the 
total capacity, 
3,4 Consung)tion of Cement . 
In India, the per capita consumption of cement has 
steadily increased over the years, from 7 kgs,, in 1950-51, 
to 48 kgs in 1989, This, in comparison to industrial coun-
tries of the world has been low. For instance, in 1989^ 
Italy had a per capita consumption of 693 kgs., Japan 561 
kgs,, and U,S.S,R. 467 kgs., while in France it was 381 
kgs., U.S.A. 332 kgs., and in China 135 kgs. Meanwhile, 
the world average consunption stood at 210 kgs. 
One major reason behind the high consumption of 
cement in advanced countries is the great spur in their 
construction activities in which Indian suffers a lag. 
Also, the rigid policy of the Government of India has 
created a mismatch between demand and supply of cement 
to the ultimate consumers. Consequently, until 1981-32, 
when cement industry was subject to rigorous price and 
distribution controls, progress in terms of installed 
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capacity as well as addition in production, did not reach 
the desired level. The excessive controls were mainly 
responsible for the low per capita consiuiption of cement 
in the country. With removal of controls and relaxation 
in Government,policy, it is hoped that now the per capita 
consun^tion of cement will increase in the years to come. 
3.5 Demand and Availability of Cement 
From the preceding/ discussion it may be clear as 
to why the cement industry has not been able to meet the 
entire domestic demand, despite the considerable progress 
the industry has achieved since the beginning of the Plan-
ning era in general and with the introduction of the policy 
of partial decontrol in particular. This puts the demand 
relatively higher than the production of cement in the 
country. To meet the shortage the Government has in the 
past, imported cement through the State Trading Corpora-
tion, Table 2 shows the demand and availability of cement 
between 1979-80 and 1989-90. The gap between demand and 
supply can be seen in terms of the figures shown in the 
table during the past 11 years. 
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It is evident from Table 2 that in the past, demand 
for cement has far exceeded the availability of cement in 
the country. Thus, in 1979-80 the demand for cement was 
25.9 million tonnes, which even after the 19.1 million 
tonnes available (including import of 1.5 million tonne), 
fell short by 6.8 million tonnes, i.e. about 26 per cent. 
However, since thereafter production rose, the gap declined 
to 2.9 million tonnes, i.e. about 6 per cent in the year 
1988-89. This was mainly due to the liberal policy of the 
Government, i.e. the policy of partial decontrol adopted 
in 1982-83, But then the gap rose to 3.6 million tonnes 
(7 per cent) in the year 1989-90, evenafter all controls 
had ceased to exist. Also, it is noteworthy that India has 
ingjorted cement since 1979-80, when 1.5 million tonnes were 
brought in to bridge the gap between demand and production. 
However, in 1986-87, the inport declined to 0,2 million 
tonnes and by 1987-88, the iiroorts were discontinued al-
together because of increased total capacity and production 
in the country. 
3.6 Pricing Policy and Distribution : 
Since 1942, the Government of India had controlled 
the price and distribution of cement in the country. How-
ever, in 1956, a full fledged Cement Control Order was 
issued under the Industries Development and Regulation Act 
regulating the sale of cement in the open market. There-
after, in January 1966, the Government introduced a policy 
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of decontrol in respect of price and distribution of cement. 
However^ with the enforcement of the policy of decontrol, 
complaints concerning unsatisfactory distribution of cement 
and black marketing operations have come to light. Conse-
quently from January 1968, Government reinposed control upon 
price and distribution of cement. During the control period^ 
although the price of cement fixed by the Government was 
conparatively low, the cement industry was not happy about 
it and several representations were made to the Government 
asking for a reconsideration of the pricing policy. In 1973, 
the Tariff Commission was asked to settle the matter. The 
Commission studied the issue and recommended a retention 
price which would yield a return of 14 per cent on capital 
enployed. The recommendations of the Commission were accep-
ted by the Government in the year 1974, Thereafter, in y&y 
1979, on the basis of report of Bureau of Industrial Costs, 
and Prices (BICP), Government annovmced a three-tier price 
formula for, high, medium and low cost units. For these 
units separate retention prices of Rs, 220, Rs. 205 and 
Rs, 185 per tonne respectively were adopted, with a post 
tax return of 12 per cent on the net worth and at 85 per 
cent capacity utilisation. 
Thereafter retention prices were raised frxjm time to 
time to offset increase in input material costs, but this 
did not satisfy the industry. The industry continued pur-
suing better alternatives. As a result in February 1982, on 
5 0 . 
the recommendation of the Ghosh Committee the Government 
introduced a po l icy of p a r t i a l decon t ro l . This pol icy env i -
saged two systems of cement : the levy and non-levy systems. 
The mul t ip le r e t en t ion p r i ce formula was scrapped and was 
replaced by a r e t en t ion p r i ce formula which was uniform for 
levy cement through-out the count ry . On the o ther hand, 
non-levy cement was to be sold in the free market and i t s 
p r i ce regula ted by market fo rces . This dual p r i c ing system 
became e f f ec t i ve from March 1, 1982 and remained inforce 
t i l l February 1989, During t h i s per iod the cement industry 
achieved a record growth in terras of expansion in i n s t a l l e d 
capaci ty , as we l l as r i s e in production compared to i t s 
performance xinder the e a r l i e r p r i c i n g system. 
However, even the formula for determining p r o f i t s on 
the bas is of a re tu rn on net worth, did not help the indxistry 
execute modernisation scheme, upgrade technology or change 
over to the dry process from the wet . Dxiring the p a r t i a l 
decontrol per iod a l so cement indus t ry c i r c l e s had conplained 
t h a t the indus t ry was in the throes of a se r ious c r i s i s . They 
s t i l l claim t h a t the market p r i c e has been down s ince the 
days of p a r t i a l decont ro l , and even today i t i s no longer 
remunerative. In levy suppl ies too , the indus t ry i s suppo-
sed to be subs id i s i ng the consumers; mainly the Government 
and i t s depar tments . Further , levy p r i c e s a r e sa id not cover 
even deprec ia t ion and i n t e r e s t , what t o say of re turn on 
c a p i t a l . The non-levy p r i c e i s a l so dubbed inadequate for 
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it fails to pay interest and depreciation on higher inves-
tments. Also, older units, burdened with obsolete techno-
logy and larger manpower have grown sick and will become 
worse, and hence, no new investment will be attracted to 
the industry. Therefore, if the present trends continue, 
the target fixed aroiand 100 million tonnes, by the turn 
14 
of the century, will hardly even materialise, 
A worried cement industry, soon after its annual 
meeting in I4ay 1987, submitted yet another proposal to the 
Government renewing its demand for total decontrol, stating 
the following reasons by way of justification : 
1) There was a sharp increase in the cost of production of 
cement owing to heavy investment on installation of 
captive power sets and power generation, as also because 
of the fall in the quality of coal and steep rise in 
stores and spares cost, plus the increase or impostion 
of sales tax and finally, the general rise in overheads. 
2) The large availability of cement, reduced the price of 
non-levy cement and units sales realization. 
This proposal for total decontrol of the cement 
industry was approved by the Industry Ministry and the 
Secretaries Committee. However, the Cabinet Committee on 
Economic Affairs (CCEA) did not favour this proposal lontil 
1990, when all controls upon price and distribution of 
cement were removed to improve the efficiency, increase 
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production capacity/ and profitability so as to generate 
internal financej^detailed discussion of these areas is 
given in chapter V. 
3.7 The Financial Position -, 
An analysis of the financial performance of 17 cement 
manufacturing companies under the private sector (namely 
A.C.C., Birla Jute and Industries, Mysore Cements, Modi 
Cements, Orissa Cement, India Cement, .Shree Digvijay, Raasi 
Cement, Dalmia Cement, Madras CementV Gujarat Ambuja Cement, 
Narmada Cement, Saurashtra Cement, Shree Cement, Manglam 
Cement, NCL Ind., and Deccan Cement) shows that they had 
to face tough conpetition and lower realisation from levy 
and non-levy cement, as well as, steady rise in input 
material costs, Infact since 1982-83 the industry's profi-
tability performance has deteriorated year after year. The 
gross return on net sales which stood as high as 15,2 per 
cent in 1982-83, went down to 6,5 per cent in 1986-87. 
Similarly, the gross return on total capital enployed also 
fell from 13.7 per cent in 1982-83, to 5,2 per cent in 
1986-87, This down-ward trend in profitability continued 
during the two years \inder review, i,e, 1987-88 and 
1988-89.^^ 
Now, Orissa Cement, one of the seventeen companies, 
says that the increase in retention price of levy cement 
was not enough to offset the increase in the cost of 
5 3 . 
production. Between 1982 and 1989, the years of pa r t i a l 
decontrol, and t o t a l decontrol respectively, the cost of 
production rose subs tant ia l ly . Consequently, the ex-factory 
price of naked cement went up s teadi ly from Rs. 300-320 
per tonne, in 1981-82, to Rs. 600-700 per tonne, in 1988-89. 
Also, the power t a r i f f increased by 152 per cent, and so 
did railway freight in coal (142 per cent) and the average 
price of coal (120 per cen t ) . Freight on cement rose by 85 
per cent and the wages by 79 per cent. Packing charges went 
up by 77 per cent and excise duty by 68 per cent. Finally, 
due to the substant ia l increase in production, the sel lers 
market had turned into a buyer's market creating very acute 
competitive conditions. 
The operating costs considered as a percentage of 
value of production for the 17 manufacturing conpanies 
covered in the study, stood higher a t 101,7 per cent, in 
1988-89, as against 98,7 per cent year before. Raw materials, 
power and fuel and other manufacturing expenses constituted 
59 per cent of the t o t a l cost of production, while sala-
ries and wages accounted for 9 per cent . The in te res t 
charges and depreciation consti tuted 9 and 8 per cent of 
the to ta l cost of production. The increase in the cost of 
inputs, especially of power and fuel and wages and in teres t 
charges subs tant ia l ly enhanced the production cos ts . 
Graph 1 shows the financial posit ion of the 17 cement 
conpanies, from 1987-88 to 1988-89. I t can be seen that the 
54, 
GRAPH- i; 
(Rs. crores) 
2058. 
•01987-38 
liiiil988-89 
Profitability ratios 
, r r (percentages) 
(= a 
73 
t-i 
• CJ 
a. 
-o 
C l 
a 
CJ 
J^ 
</i 
n 
ex. 
t/y 
C3 
CP 
ra 
a 
•^ » 
?l5 
v% 
ra 
c 
.T ' 
t o 
s 
J ^ 
• p 
>^ >-
o o. 
CO 
C L 
a 
c 
o 
^ 
( i 
a . 
• a 
o 
o 
a 
- a 
M 
o 
ex 
vy 
o 
CJ 
^^ -
^ 
*/» C3 
o 
cr 
ra 
::: . £3 
CJ 
CD 
CJ 
SCURCZ : The Economic T i m e s ^New De lh i^ I-larch 2 9 / 1 9 9 0 , p , 13 
55. 
net sales of these conpanies increased by 14.8 per cent 
from Rs. 1854 crores, in 1987-88, to Rs, 2058 crores, in 
1988-89. However, the gross profits before depreciation but 
after interest charges came down by 23.9 per cent, from 
Rs. 138 crores to Rs. 102 crores during the same period. 
Due to increase in interest charges, the gross profits be-
fore interest, but depreciation, declined only by 6.8 per 
cent, from Rs. 133 crores, in 1987-88, to 120 crores, in 
1988-89. However, the profits before tax of these 17 com-
panies, show a loss of Rs. 47 crores during 1988-89, as 
against a profit, before tax, of Rs. 4 crores, in 1987-88, 
These conpanies suffered a combined net loss (on an after-
tax basis) of Rs. 52 crores in 1988-89, as against a profit 
of Rs. one crore in the preceding year. 
From the point of view of profitability ratios these 
a 
17 conpanies depict/dec lining trend dxoring 1988-39, over 
the previous year. The gross profit before depreciation,but 
after interest, as a percentage of the total capital employed, 
declined to 3.71 per cent in 1988-89, as compared to 5.70 
per cent in the previous year. The gross profits before 
depreciation, but after interest, as a percentage of net 
sales declined to 5 per cent in 1988-89, from 7,55 per cent 
in 1987-88. Similarly, the gross profits before interest, 
but after depreciation, as a percentage of total capital 
employed, declined to 4.37 per cent in 1988-89, as against 
5.48 per cent in the previous year, and gross profits before 
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interest, but after depreciation, as a percentage of net 
sales, fell to 5,89 per cent, from 7.25 per cent during 
the same period. Out of these 17 cement manufacturing com-
panies, Birla Jute, Mysore Cements, Dalmia Cement, Shree 
Cements, Manglam Cement, NCL Industries and Deccan Cement 
show an improvement in profits during 1988-89, over the 
previous year. However, the combined position of these com-
panies, in relation to profits after tax as percentage of 
net worth, declined -5.94 per cent in 1988-89 as against 
0.57 per cent in 1987-88.^'^ 
3.8 Major Constraints ; 
The major constraints of cement industry are descri-
bed below : 
1. Despite the steady rise in production and expansion in 
installed capacity, many cement units in the country found 
their plant and machinery obsolete. What they needed was 
modernisation by updating their technology to ensure 
increase in productivity, improvement in quality, and 
reduction in the cost of production. However, the delay 
in adoption of new technology resulted in high cost of 
production and low productivity vis-a-vis the advanced 
countries. A change in the manufacturing process could 
have raised the productivity of domestic cement plants, 
and to achieve this goal many cement plants did adopt 
the dry and semi-dry process technology to manufacture 
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cement, enhacing their capacity as well as productivity. 
However, the industry had to change its wet process capa-
city which"accounts for 34 per cent of the total installed 
capacity. The wet process plants have a few drawbacks. They 
require more employees and higher fuel consun5>tion. Apart 
from this, the cement industry in India needs to adopt 
precalcinator technology, and use modem methods for quarry 
operations, and for crushing, grinding and material handling 
including equipment to control pollution. 
2. The industry also suffered because of infrastructural 
constraints. On account of acute shortage of power and coal, 
captive diesel generating sets are in use since iMarch 1982. 
The aim is to generate 40 per cent of the total requirement 
18 
on its own. However, diesel oil prices have gone up and 
therefore the power generated by these plants is very costly. 
It could come down if the Government grants concessions. 
The Government did grant certain reliefs to cement producers 
for use of captive diesel power by reducing the levy quota, 
but these reliefs were foiond inadequate. Added to this is 
the non-avallability of good quality coal, which is one 
of the major hurdles the cement industry encounters. It is 
required in huge quantity for manufacturing the cement 
both as raw material and as a source of power. Most coalfields 
are concentrated in Bihar and Bengal, which means huge trans-
portation costs for reaching the coal to cement plants else-
where. Coal shortage, as also the deterioration in the 
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quality of coal, with widely varying ash content (often as 
high as 40 per cent)/ hampers the stable operation of the 
large capacity kilns. This problem has to be tackled on 
19 priority basis. Transport is also a crucial issue. Earlier 
on, about 70 per cent of cement was carried by the railway, 
but later, approximately 40 per cent of the finished product 
was moved by road transport due to shortage of wagons. Since 
1970, on an average, the industry has received one lakh 
20 
wagons less than the indented quota. Thus the transport 
of the finished product is itself a for-midable problem. 
3. Further, prior to the declaration of the partial decontrol 
policy the industry had to put up with a system of price 
control, which had very adversely affected its steady growth. 
And during the control period, the industry was getting 
less than 50 per cent of the price paid by the consumers. 
This amount was insufficient for a competitive return and 
accximulation of funds for the expansion of installed capa-
city and renovation of old units, 3ut then, with the intro-
duction of the policy of partial decontrol on 28 February 
1982, distribution of cement was made on the basis of 
priority and non priority, i.e. as levy quota (sale of cement 
under control of Government) and non-levy quota (free sale 
of cement in the market). This kind of distribution, based 
on priority and non priority basis, could be harmful, for 
it encouraged black-marketing. This policy had other major 
drawbacks too. It raised the cost of production and also 
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the capital cost per tonnes of annual capacity^ and lowered 
realisation because of the in^josition of the levy and non-
levy system. Meanwhile the manufacturing cost had been 
mounting because of the increase in major input expenses, 
including factors like the price of coal and the railway 
freight on it, as also the cost of power and the money for 
wages. On the other hand the increase in retention prices 
(payable to the producer for levy cement) was marginal, as 
shown by the financial position of cement industry, 
3.9 Suamary 
The systemat ic process of cement manufacture, on 
nradem l i n e s , began in India only in 1914 with the e s t ab l i sh -
ment of Ta ta ' s Khatau's Indian Cement Company Ltd. a t Por-
bandar in Gujara t . This company then had a capaci ty of 1000 
tonnes pe r annuHu^fter independence, the cement indust ry 
achieved a steady growth both in i n s t a l l e d capaci ty and 
production, helped and a s s i s t e d by the coun t ry ' s many Five 
Year P lans . 3y 1988-89, the i n s t a l l e d capaci ty of the cement 
industry had r i s en to 59.9 mi l l ion tonnes as aga ins t 3,3 
mi l l ion tonnes in 1950-51; and production of cement had 
increased to 44.4 mi l l ion tonnes from 2.2 mil l ion tonnes, 
in the same p e r i o d . This i nc rease in production has narrowed 
the gap between demand and supply . This was mainly due t o 
the po l icy of p a r t i a l decon t ro l introduced by the Government 
in the year 1982. However d e s p i t e the r i s e in i n s t a l l e d 
6 0 . 
capacity and production of cement, the industry faces 
several problems. I t has old and out dated machinery, and 
the quality of coal i t receives is poor. The power supply 
too is insufficient , and bottlenecks in r a i l t ransport 
continue to ex i s t . All t h i s hurts the industry 's f inancial 
posi t ion. Also, keen competition and low rea l i sa t ion because 
of levy and non-levy system has also adversely affected the 
p rof i t ab i l i ty and efficiency of Indian cement industry. 
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Chapter - IV 
PRODUCTION_PERFORMANCE^OF_U.P^S^C^C. 
This Chapter first describes the brief history of 
U.P. State Cement Corporation. Thereafter, it offers an 
analysis of production performance and capacity utilisation 
of U.P.S.C.C. since 1972-73. The chapter also makes a com-
parative study of the capacity utilisation of U.P.S.C.C. 
with other organisations, as also Corporation's share in 
total installed capacity and production of cement in India. 
Demand for cement in U.P, and other States of India has 
also been analysed. The contents of this chapter are as 
follows : 
4.1 Intiroduction; 
4.2 Brief History of U.P.S.C.C; 
4.3 Location of U.P.S.C.C; 
4.4 Trends in Production; 
4.5 Comparative Capacity Utilisation; 
4.6 Contribution of U.P.S.C.C; 
4.7 The Demand for Cement; 
4.8 Summary. 
Selected References. 
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4.1 Introduction 
Indian economy is agricultural based and provides 
limited job opportunities. Whereas it is the industrial 
development that raises the standard of living of people, 
generates more eirployraent and provides opportunities for 
sustained rate of growth. It strengthens• the national 
economy and provides a steady growth of GDP. Cement is the 
key industry that plays a significant role in the economic 
development of a country. When India opted for planned 
economy, the &tate of Uttar Pradesh felt the need for 
establishing a Cement Corporation in the State, which 
could exploit the available natural resources of the coun-
try^ to achieve certain socio-economic objectives. The 
Cement Corporation which was set up in the district of 
Mirzapur, commenced production from the year 1972-73, 
In a manufacturing industry like cement an overall 
growth necessarily in^ ilies increased level of production 
and a higher level of capacity utilisation. Therefore, inc-
reased production coupled with maximxim capacity utilisation 
should be the dominant objective of a company. An organi-
sation which fails to achieve this objective, imposes a 
very heavy burden on its resources. The concept of capacity 
utilisation in cement industry deserves attention on account 
of its inpact significance. In a country like India, under 
utilisation of capacity in a capital intensive industry, 
implies not only the uneconomic use of resources invested. 
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but also increases the cost of production and consequently 
a reduction in the profits earned on capital enployed, 
4.2 Brief History of U.P.S.C.C. 
The Uttar Pradesh State Cement Corporation Limited was 
registered as a public limited company under the Companies 
Act of 1956, The Corporation was issued the certificate of 
commencement of business on March 30, 1972. However, the 
present Corporation has its origin in a cement factory that 
was established at Churk in District Mirzapur, under the 
First Five Year Plan by the Government of U.P. The Churk 
factory commenced production of Portland cement in the year 
1954, with an annual installed capacity of 2»40 lakh tonnes. 
This factory was the first of its kind in the state as also 
the first public sector cement plant in the country. The 
initial expenditure incurred on the establishment of this 
prestigious plant was around Rs. 4.68 crores. Thereafter, 
in 1962, an additional sum of Rs. 2.98 crores was spent 
to enhance the production capacity of the Churk xinit and 
ultimately its installed capacity was fixed at 4.80 lakh 
tonnes per annxom. The first plant of this factory was 
purchased by M/S Vickers Arm Strong, a British concern and 
the second plant was acquired by Skeeda, a Czechoslovakia 
concern. 
Encouraged by the success of Churk cement factory, 
the U.P. Government established another unit at Dalla, in 
the same district to produce Portland Cement. The construc-
tion work for this factory began in 1966, though regular 
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production of cement could only commence from April 1, 1972, 
The factory started with an installed capacity of 4 lakh 
tonnes per annum. The capital cost of this plant was aroxond 
Rs, 12.9 crores. Prior to the establishment of this Corpora-
tion, the two existing units, i.e. Churk and Dalla were 
working under the control of the Department of Industries, 
Government of U.P, However after the establishment of Cor-
poration in the U.P,, both these factories were transferred 
to the U.P. State Cement Corporation Ltd. along with their 
entire assets and liabilities. Since April 1, 1972 these 
factories are working as units of this Corporation with a 
total installed capacity of 8.80 lakh tonnes. 
Largely required for construction purposes, cement 
supply has often fell short of demand, and the cement 
produced by these two plants did not meet the entire require-
ments of the State. To meet the requirements of the State, 
the third cement plant was established by the State Corpora-
tion, at Chunar in the district of Mirzapur. 
In 1973-74 the Company obtained a licence to subs-
tantially expand the factory at Dalla, and to raise its 
annual installed capacity to 8 lakh tonnes. Another licence 
was issued to set up a new factory at a suitable place, in 
district Mirzapur, with an annual capacity of 4 lakh tonnes. 
The execution of these licences was made a single project. 
The Central Government was approached to issue a new licence, 
for installation of 8 lakh tonnes per annum clinkerisation 
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unit at Da 11a and grinding and packing unit at Chxinar with 
the capacity of 16,80 lakh tonnes per annxim for manufac-
turing the Portland Blast Furnace Slag (PBFS) cement. It 
was known as the Kajarhat Chxinar Cement Project (KCCP) 
because its grinding mills are located at Chunar, while 
its kilns are installed at Kajarhat, near the Conpany's 
old Dalla factory. 
To establish the factory at Chxuiar, the available 
new technology was harnessed, and 1200 tonnes per day 
capacity kilns, working on dry process were installed to 
achieve maximum operational and production efficiency. All 
out effort was made to achieve the target of commissioning 
the first kiln-iinit, in April 1979, and the second kiln-
xinit, in October 1979, the order for main plant and machi-
nery were finalised in April 1975. The capital cost of this 
project was revised from Rs, 72 crores, in 1977-78 to about 
Rs, 94 crores, in 1980-81, This was mainly due to the inc-
rease in interest charges, and delay both in the insta-
llation of machinery and in the availability of the sanc-
tioned expenditure for the factory. The first phase of 
grinding mills at Chionar, began its commercial production 
during the year 1982-83, The first phase of kiln of this 
split location at Dalla, was put on regular production 
of clinker, from April, 1983, and the second phase of 
K.C.C.P., started its commercial production, a year later, 
i.e. from April, 1984. Thereafter, the 8 lakh tonnes 
per annum capacity clinkerisation unit was installed at 
Dalla, and due to that the 16,80 lakh tonnes per annum 
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capacity cement grinding and packing unit carae into exis-
tence in the year 1984-85. 
At present, the U.P. State Cement Corporation Ltd. 
has \inder its control three cement factories, i.e. at 
Churk, Dalla and Chxanar all in the district of xMirzapur, 
The xinits are shown in map 1, The head office of the 
Corporation is located at Churk. The total installed capa-
city of U.P, State Cement Corporation is 25.60 lakh tonnes 
per annum, while unitwise installed capacity in 1988-89, 
was 4.80 lakh tonnes for Churk, 4.00 lakh tonnes for Dalla 
and 16.80 lakh tonnes for Chunar, located in the District 
of Mirzapur. 
4.3 Location of U.P.S.C.C. 
Among the many factors which influence the location 
of an industry, availability of raw materials and cheap 
labour are the most inportant. The cost of manufacturing 
cement is also influencedby the transport cost. The his-
tory of clay working in the United States (Henrich-Ries 
and Henry Lighten), shows that where raw material and 
finished products exist in bulk, as in the case of cement 
industry, there is a tendency for the industry to operate 
in a purely local way. To manufacture 100 tonnes of cement, 
requires 160 tonnes of limestone, 38 of coal and 4 of 
Gypsum. According to one estimate, more than 200 tonnes 
of raw material yields only 100 tonnes (50 per cent) of 
the finished marketable product. This gives importance 
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i. Chunar Cement Factory 
2. Chxirk Cement Factory 
3, Da i l a Cement Factory 
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to the heavy transport cost involved in the procurement 
of raw materials. Raw materials may lose weight in the 
process of manufacture* and this forces the industry to 
remain confined to regions which readily provide the 
necessary raw material. 
Further, an essential constituent of the raw material 
required to manufacture cement is good quality limestone. 
Limestone, with sufficient percentage of clay, becomes 
an absolute requisite wherever the cement industry is to 
be established. In U.P. limestone deposits are found in 
different parts of the district of Mirzapur and they are 
sufficient to feed all the three factories of the U.P, 
State Cement Corporation, Abundent supplies of good quality 
limestone exist in the quarry at Ghurma, and it is estimated 
to be about 3 crore tonnes. The cement plant at Churk which 
is very near to this quarry, gets its limestone from there. 
The Dalla cement factory is located towards the south of 
the Sone river where limestone is available in huge quantity. 
An estimated 11 crores tonnes of this raw material exist 
2 in the hills of Bijali, Kota, Kajarhat and Dalla. Chunar 
is a grinding and packing \init of the Corporation. For 
manufacturing Portland Blast Furnace Slag (P3FS) cement at 
the Chunar unit, clinker is received from Kajarhat where 
kilns are located which have a total capacity of 8 lakh 
tonnes per annum. Slag, in industrial waste, for manufacturing 
PBFS cement, is supplied on a long term basis by Bbkaro 
Steel Ltd.(Bihar) . 
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4,4 Trends in Production 
Production is the conversion of raw material into 
finished product, or when inputs are transformed into out-
put. In cement industry, the main input materials are lime-
stone, gypsum and coal, of which the final product is cement. 
However, the production performance of a cement plant greatly 
depends upon the efficiency of its manufacturing process. 
Therefore in brief a discussion of the production process 
itself must follow : 
There are two process, viz., wet and dry, through 
which cement is manufactured. Their production functions 
differ in terms of quantity of certain inputs. However, the 
inportant physical inputs which may vary are raw material 
3 
utilities like power, fuel, water and labour. Wet and dry 
processes are briefly discussed below. 
1. Wet Process ; 
In the wet process, crushed limestone, clay and 
water are fed into grinding mills and the mixture is con-
verted into a thick 'slurry*. The slurry is then stored 
in sails, where it is 'corrected' to the right composition. 
The corrected slurry is led into the upper end of the kiln, 
while pulverised coal and oil are fired xinder high pressure 
into the lower end, IVhen the slurry is in the kiln, it is 
first dried, then calcined and finally sintered to a 
temperature which is maintained at about 2700°F, Slurry 
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emerges from the discharge end of the kiln in the form of 
4 
dark hard pellets which are called clinker, 
2. Dry Process . 
In the dry process, limestone and clay are fed 
into a grinding mill where it is heated, dried and reduced 
to a fine powder called 'raw meal'. This is mixed with water 
to form modules which are fed into a moving grate, through 
which hot gases from the rotary kiln pass; here they dry 
and are partially calcined. The calcined modules then pass 
into a short rotary kiln where they bum to form clinker. 
The clinker obtained is cooled and then fed into grinding 
mills, where gypsum is added to control the settling time. 
Coal and power consumption in the manufacture of 
cement varies depending upon the process of production. 
The dry process consumes less coal but more power than what 
is consumed in the wet process. In the latter, the coal 
consunption varies between 23 per cent and 33 per cant, 
while in the former it varies between 14 and 13 per cent 
of the cement output. The differential power consvutrotion 
between these two processes is coirparatively small and it 
gets reduced as scale of operation increases. 
The Indian cement industry has 163 kilns with a 
capacity ranging between 30 and 3000 tonnes of daily manu-
facture. Of these 163 kilns, as many as 93 kilns use the 
wet process technology, and account for 34 per cent of the 
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installed capacity. The remaining 66 per cent use dry and 
7 
semi-dry process technology. The U.P.S.C.C. has three 
cement plants^ viz., Chiirk, Dalla and Chunar in district 
Mirzapur with a total capacity of 25.60 lakh tonnes per 
annum. Of this, the Chunar (K.C.C.P.) plant produces 16.80 
lakh tonnes of cement through the dry process which is about 
66 per cent of the total capacity. The Churk and Dalla 
cement plants are based on 4 and 2 wet process kilns with 
a capacity to turn out 4,80 and 4.00 lakh tonnes per annum 
respectively*, and it is about 34 per cent of the total 
capacity. 
The production performance of U.P. Stare Cement Cor-
poration has been encouraging, its installed capacity rising 
from 8.80 lakh tonnes, in 1972-73, to 25,60 lakh tonnes, in 
1988-89 represents an increase of 191 per cent during the 
period xinder review. And, the production of cement at the 
Corporation increased from 7,12 lakh tonnes, in 1972-73, 
to 11,34 lakh tonnes, in 1988-89 j^ i,e, by 59 per cent).From 
the point of view of capacity utilisation, the 'J,P. State 
Cement Corporation did not do well because of certain 
problems it had to confront. Till the end of Fifth Plan, 
i,e, 1979, the Corporation had used more than 60 per cent 
of its installed capacity. However a decade later, the 
percentage fell to 44, Table 1 studies the trends in total 
installed capacity, production, despatches of cement from 
the Corporation and capacity utilisation, since the incep-
tion . of the Corporation, i,e, between 1972-73 and 1988-89. 
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TABLE - 1 
Trends in Production and Despatches of Cement and Capacity-
Utilisation in U.P.S.C.C. from 1972-73 to 1988-89. 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
Ins ta l led 
capacity (Lakh tonnes) 
8.80 
8.80 
8.80 
8.80 
8.80 
8.80 
8.80 
8.80 
8.80 
8.80 
17.20 
17.20 
25.60 
25.60 
25.60 
25.60 
25.60 
Production 
(Lakh 
tonnes) 
7r l2 
5.45 
5.16 
7.00 
6.80 
6.07 
5.83 
4.50 
5.16 
4.07 
9.32 
9.48 
9.07 
10.91 
10.10 
11.50 
11.34 
Despatches 
(La;<h 
tonnes) 
-
5.36 
5.52 
6.95 
6.84 
5.79 
5,90 
4.59 
5.14 
4.14 
9.31 
9.30 
9.10 
10.92 
9.82 
11.25 
11.65 
Capacity 
U t i l i s a t i o n 
80.9 
61.9 
58.6 
79.5 
77.3 
68,9 
66.2 
51.1 
58.6 
46.2 
54.1 
55.1 
35.4 
42.1 
39.4 
44.9 
44.2 
Source : Compiled from the annual reports of U.P. State 
Cement Corporation Ltd., between 1972-73 and 
1988-39. 
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It is evident from table 1 that the installed capa-
city of the Corporation rose from 8,80 lakh tonnes, in 
1972-73, to 25,60 lakh tonnes in 1988-89, also production 
increased from 7,12 lakh tonnes, in 1972-73, to 11.34 
lakh tonnes, in 1988-89. In terms of capacity utilisation, 
the Corporation shows a dismal performance which continued 
over the years. In its first year (i.e. 1972-73), the Cor-
poration produced 7.12 lakh tonnes of cement, with a capacity 
utilisation of 80,9 per cent. This was an impressive perfor-
mance, but thereafter, the production, in the next two years, 
i.e. in 1973-74 and 1974-75, fell to 5,45 and 5.16 lakh 
tonnes, with a capacity utilisation of 61.9 and 58.6 per 
cent respectively. This was mainly due to power cuts because 
of that the factories at Churk and Dalla had to remain 
closed for two months, during February and i-iarch of 1974. 
Thereafter in the next two years, i.e. in 1975-76 and 
1976-77, the production and capacity utilisation, recorded 
by the Corporation were more than 77 per cent of the total 
installed capacity. This represents a good performance. In 
1977-78, the decline in capacity utilisation was mainly due 
to short supply of limestone at the Dalla unit, and major 
rehabilitation and modernisation carried out at the Churk 
unit. Due to these factors, kiln no, 3 remained closed from 
9.8.77 to 26.12.77, and kiln nos, 1 and 2, were also closed 
for two months for reconditioning of dust cyclone and 
ducting of I.D, fans. In the four subsequent years, the 
production again suffered because of transport bottlenecks 
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and i r r e g u l a r supply of coa l and l imestone, as a lso reha-
b i l i t a t i o n work ca r r i ed ou t . 
From the foregoing d i scuss ion , i t i s evident t ha t 
with the inplementation of the po l i cy of p a r t i a l decontrol 
s ince 1982-83, while the cement indus t ry in India made con-
s iderab le progress , the Cement Corporation of 'J,P. did not 
show s imi l a r performance. During 1982-83^1988-89, the 
i n s t a l l e d capaci ty increased from 17,20 to 25.60 lakh 
tonnes, and the production of cement a l so went up to 11.34 
lakh tonnes from 9,32 lakh tonnes, during the same per iod . 
However, the capaci ty u t i l i s a t i o n decl ined from 54.1 per 
cent in 1982-83, to 44.2 per cen t in 1988-89. Kany factors 
were respons ib le for t h i s dec l ine in capaci ty u t i l i s a t i o n , 
including the modernisation of the Churk un i t and the p a r -
t i a l mechanisation of Ghurma quar ry . Obsolete machinery, 
old production techniques, t echno log ica l cons t ra in t s and 
mechanical defects may have played a s i g n i f i c a n t ro le a t 
the Churk u n i t and in the crushing p l a n t . 
despatches 
Cement/were maintained as per tne production sche-
dule of the Corporation. The despatches of cement increased 
in the same way as the inc rease in the t o t a l i n s t a l l e d capa-
c i t y and product ion. 3y the end of 1973-74, the despatch 
of cement was recorded a t 5.3 6 lakh tonnes, while production 
was 5.45 lakh tonnes, and the i n s t a l l e d capaci ty which 
was 8,80 lakh tonnes, went up to 11,65 lakh tonnes in 
1988-89, When the product ion was 11.34 lakh tonnes and 
and the total installed capacity was ^ "5ri:6Q^ J^|isfl?*tonnes, 
However^ it may be stated that the installed capacity of 
U.P. Corporation increased from 8.80 lakh tonnes, in 1972-73, 
to 25,60 lakh tonnes in 1988-89, i.e. at the annual compound 
growth rate of 6,9 per cent, although there were fluctua-
tions in production during the same period. The production 
went upto 11.34 lakh tonnes from 7,12 lakh tonnes at an 
annual coirpound rate of 2.9 per cent in the same period. 
4.5 Conparative Capacity Utilisation •; 
Capacity utilisation in any organisation is a symbol 
of its growth and efficiency, I«iaximum capacity utilisation 
means more profit and inprovement in financial health. 
Conversely, less utilisation of installed capacity adver-
sely affects the overall growth of an organisation. The 
efficiency achieved by the U.P. State Cement Corporation 
Ltd. in terms of capacity utilisation can truely be assessed 
in terms of a comparative study with another standard cement 
manufacturing organisation, like Associated Cement Companies 
Ltd. (A.C.C.). Now, A.C.C. is a private organisation, and 
the comparison between the two, could also help draw conclu-
sions on efficiency achieved in private and public sector 
organisations. The graph that follows makes a comparative 
study of capacity utilisation for a period of nine years, 
i.e. from 1980-81 to 1988-89, at A.C.C. and U.P.S.C.C, the 
former, a private, and the latter a public sector organi-
sation. 
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The graph III shows that capacity utilisation 
achieved by A.C.C., crossed 92 per cent in 1988-89, com-
pared to 1980-81 when it was 78 per cent. This shows that 
capacity utilisation at the A.C.C, has been excellent, and 
it has been increasing over the years. Also, its total 
installed capacity during this period increased by about 
14 per cent, i.e. from 74.8 lakh tonnes, in 1980-81, to 
85.3 lakh tonnes in 1988-89. On the other hand the capa-
city utilisation at the Cement Corporation in U.P. declined, 
to 44 per cent in 1988-89, compared to 1980-81 when it was 
58 per cent. This makes the picture at the Corporation look 
rather gloomy. Furthermore, while capacity utilisation 
failed to reach its optimum level, the total installed capa-
city at the corporation went up by more than 190 per cent. 
It stood at 25.60 lakh tonnes in 1988-89 conroared to 1980-81 
when it was 8.8 lakh tonnes. The performance of the corpo-
ration during that period was poor. In contrast the A.C.C. 
shows impressive performance although its installed capa-
city increased only by 14 per cent. The all India average 
of capacity utilisation touched to 79.4 per cent during 
the same period. The total installed capacity increased 
by about 123 per cent, i.e. from 26.8 million tonnes in 
1980-81, to 59.9 million tonnes in 1988-89, The decline 
in capacity utilisation at the U.P. Corporation may be 
due to obsolete technology of Churk and Dalla units. The 
Churk plant, which commenced production in 1954, used 
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outdated machinery till the end of 80s, The scheme of 
rehabilitation and modernisation of the plant did not 
achieve the desired results. Monitoring mechanism was not 
developed to initiate timely actions. 
4.6 Contribution of U.P.S.C.C. 
During the past three half decades cement industry 
g 
in India make rapid s t r i d e s . The progress recorded by 
the industry is evident from the fact that i t s ins ta l led 
capacity increased from 197 lakh tonnes, in 1972-73 to 
599 lakh tonnes, in 1988-89. Production a t the a l l India 
level also s teadi ly rose during this period from 155 lakh 
tonnes to 444 lakh tonnes. The ins ta l led capacity and 
production of U.P. State Corporation rose to 25.60 lakh 
tonnes and 11.34 lakh tonnes during 1972-73 to 1988-89 
from 8.80 lakh tonnes and 7,12 lakh tonnes respectively. 
However, i t s percentage share declined over the years, 
and the Corporation was not able to maintain an improved 
position compared to other organisations in the industry. 
Table 2 shows the t o t a l in s t a l l ed capacity and production 
of cement in India, and the percentage share of U.P.S.-C.C, 
between 1972-73 and 1988-89 : 
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TABLE - 2 
Total Capacity and Production of India and Share of 
U.P.S.C.C. 
(lakh tonnes) 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
I . C . I . 
197 
197 
199 
206 
214 
218 
223 
243 
268 
292 
335 
369 
428 
440 
553 
584 
599 
I.e. 
UPSCC 
8.80 
8 .80 
8 .80 
8 .80 
8 .80 
8 ,80 
8 .80 
8 .80 
8 .80 
8 .80 
1 7 . 2 0 
1 7 . 2 0 
2 5 . 6 0 
2 5 . 6 0 
2 5 . 6 0 
2 5 . 6 0 
2 5 . 6 0 
;i share 
4.46 
4 .46 
4 .42 
4 .27 
4 .11 
4 .03 
3.94 
3.62 
3 .28 
3 .01 
5.13 
4 .66 
5 .98 
5.81 
4 .62 
4 .36 
4 .27 
P . I . 
155 
147 
148 
173 
138 
194 
194 
176 
187 
211 
233 
271 
302 
331 
366 
395 
444 
P .U .P .S .C .C . 
7.12 
5.45 
5.15 
7.00 
6.30 
6.07 
5.83 
4.50 
5.16 
4.07 
9.32 
9.48 
9.07 
10.91 
10.10 
11.50 
11.34 
% share 
4 .59 
3.70 
3 .48 
4.04 
3.61 
3.12 
3.00 
2 .55 
2 .75 
1.92 
4.00 
3.49 
3.00 
3.29 
2 .75 
2 .91 
2 .55 
I.C.I. : Installed Capacity in India. 
I.e.U.P.S.C.C. : Installed Capacity in U.P. State Cement 
Corporation. 
P.I. : Production in India. 
P.: .U.P.S.C.C. : Production in U.P. State Cement Corporation. 
Sources : (a) Annual Reports of U.P.S.C.C. from 1972-73 to 1988-89, 
(b) Kothari's Year book on business and industry, 
Madras, 1938, p. 41. 
(c) Economic Times, New Delhi, March 29, 1990, p. 14. 
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It is evident from table 2 that the total installed 
capacity of the cement industry, in 1972-73, was 197 lakh 
tonnes, out of which the share of U.P.S.C.C. was 8,80 lakh 
tonnes, i.e. (4.46 per cent), Similarly, the share in pro-
duction was 7,12 lakh tonnes i.e. (4.59 per cent) out of a 
total production of 155 lakh tonnes in India. This declined 
to 3 per cent, in terras of capacity and 1,92 per cent, in 
terms of production, in 1981-82, The 80's witnessed a huge 
rise both in total capacity and production, with the imple-
mentation of the partial decontrol policy from 1982-33, 
Further, on accoiint of an increase in the installed capa-
city, first in 1982-83, and then in 1984-85, the Corpora-
tion's share did increase to 5,13 and 5,98 per cent respec-
tively, but in later years it declined and touched a level 
of 4.27 per cent, in 1988-89. During these years, despite 
the increase in capacity, production could not rise beyond 
4 per cent, and even declined to 2,55 per cent in 1988-89. 
4,7 The Demand for Cement 
Demand for cement mainly depends upon the developmental 
needs of states. The State of Uttar Pradesh is one of the 
largest consumers of cement in India, because it is the 
largest populated state in the country, and also because 
it has undertaken various construction and irrigation 
projects. In terms of installed capacity, this U.P. State 
Cement Corporation ranks seventh in the list of the largest 
cement producer States, after Madhya Pradesh, Andhra Pradesh, 
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Rajasthan, Kamataka, Tamil Nadu and Gujarat. Madhya Prade 
Andhra Pradesh and Rajasthan are the surplus producers of 
cement in the country. While Uttar Pradesh faces the shor-
tage of cement. The production in Madhya Pradesh was 11.8 
million tonnes, as against the demand of 3.0 million tonnes 
In Andhra Pradesh the production was 10.2 million tonnes, 
as against the demand of 4.5 million tonnes and in Rajas-
than, it was 6.1 million tonnes, against the demand of 2 
million tonnes. In Uttar Pradesh, the demand is estimated 
to be 4.8 million tonnes, as against the production of 1,2 
million tonnes. Therefore, in order to bridge the gap bet-
ween demand and supply, Uttar Pradesh had to purchase from 
other States, Table 3 shows the demand of cement in the 
various states of India, during 1984-85 and 1989-90, 
and also the estimated demand for cement for the year 
1994-95. 
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TABLE - 3 
Demand for Cement in Ut ta r Pradesh and other Sta tes 
(mil l ion tonnes) 
S ta te 
Andhra Pradesh 
Bihar 
Gujarat 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Pxinjab 
Tamil Nadu 
Ut tar Pradesh 
West Bengal 
1984-85 
3 . 5 
2 . 0 
3 .2 
2 . 1 
2 . 2 
2 . 0 
4 . 0 
1 .8 
2 . 3 
3 . 6 
2 . 5 
1989-90 
4 . 6 
2 . 6 
4 . 2 
2 . 8 
2 . 9 
2 . 6 
5 . 3 
2 . 4 
3 . 1 
4 . 8 
3 . 3 
1994-95 
6 .2 
3 . 5 
5 .6 
3 . 7 
3 . 9 
3 . 5 
7 .1 
3 .2 
4 . 1 
6 .4 
4 . 4 
Other s t a t e s i n c l . ^ ^3^^ 
Union t e r r i t o r i e s 
Total 37.0 49.0 65.5 
Source : Economic Times^ New Delhi, March 24, 1990, p.14, 
85. 
Table 3 reveals that demand for cement in both 
Madhya Pradesh and Andhra Pradesh, was comparatively low 
as compared to the demand for cement in other States, 
'though their installed capacity and production were the 
highest in the country. The table also shows that in the 
State of Maharashtra, where the cement industry was ori-
ginally established the demand touched a figure of 5,3 
million tonnes in 1989-90 as compared to 1984-85, when it 
was only 4 million tonnes. The demand for cement is highest 
in Maharashtra, It will rise to about 7 million tonnes by 
the end of 1994-95, The installed capacity of industry 
in Maharashtra is around 2 million tonnes. Uttar Pradesh 
is the second largest consumer of cement in the country, 
and it is estimated that towards the end of VTII Plan, it 
will maintain the same position. 
In India, the total demand for cement is estimated 
to grow by about 31,5 per cent, i,e. from 37 million 
tonnes, in 1984-85, to 49 million tonnes, in 1989-90. At 
the end of 1994-95, the demand is estimated to go up by 
33.8 per cent, i.e. from 49 million tonnes to 65.5 million 
tonnes. The average rate of increase in the demand of 
cement, during the Eighth Plan period is expected to be 
6.8 per cent, per annum, as conpared to the rise in demand 
at 6.3 per cent during the Seventh Plan Period. 
However, the demand for cement in U.P., in 1984-85, 
was 3.6 million tonnes, which works out to 9.7 per cent 
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Of the total demand of 37 million tonnes in the country. 
This demand was projected to have risen by 3 3 per cent, 
i.e. 4.8 million tonnes in 1989-90. Its proportion to the 
total demand of 49 million tonnes remains xinchanged, for 
it was again 9.7 per cent, and the same proportion has 
been anticipated toward the end of 1994-95, (table 3) . 
The requirement of cement is also expected to go up at 
the rate of 33 per cent by the end of Eighth Plan. There-
fore it is expected that the demand for cement in U.?, 
during 1994-95 may remain the same as the demand during 
1984-85, i.e. at about 9.7 per cent of the total demand. 
The total demand for cement, during this decade, 1984-85 
to 1994-95, is projected to go up by 78 per cent, while 
the average annual growth of demand for cement in India 
may be around 6.8 per cent during this period. 
4.8 Sunaoary 
The U.P.S.C.C. began production of cement on April 1, 
1972, after the transfer of two factories at Churk and 
Dalla, which were then working under the supervison and 
control of the Department of Industries, Government of 
Uttar Pradesh. In the beginning, the installed capacity 
of the Corporation was 8.80 lakh tonnes, which rose to 
17.20 lakh tonnes in 1982-83, and further to 25.60 lakh 
tonnes in 1984-85. With constantly augmenting installed 
capacity, the production also rose from 7.12 lakh tonnes, 
in 1972-73, to 11.34 lakh tonnes, in 1988-89. However, in 
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terms of capacity utilisation the performance of the 
Corporation has been poor. It declined to 44,2 per cent 
in 1988-89 from 80.9 per cent, in 1972-73, although the 
installed capacity trippled during this period. Among the 
many reasons, the use of old and obsolete technology, 
shortage of power supply, bottlenecks in rail transport 
and of-course inadequacy of limestone and coal were in^or-
tant-» Other cement manufacturing coitpanies, increased 
their capacity'utilisation, e.g. the A.C.C. augntented its 
capacity utilisation to 92.3 per cent in 1988-89, from 
78.3 per cent, in 1980-81. The all India average capacity 
utilisation also inproved to 79.4 per cent from 69.6 per 
cent during this period. U.P.S.C.C.'s share in the total 
installed capacity and production has also declined. It 
declined from 4.45 per cent in 1972-73, to 4.27 per cent 
in 1988-89, in terms of installed capacity; its share of 
production declined from 4.59 per cent in 1972-73, to 2.55 
•per cent in 1988-89. This represents a dismal performance 
of the Corporation indeed. Therefore in order to' make it 
a viable unit, systematic planning and pragmatic policies 
are required to raise the production and productivity per-
formance of the Corporation and for bring about an iiroro-
* 
vement in its capacity utilisation. 
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Chapter - V 
This chapter reviews the price and distribution 
policies of U.P.S.C.C. since its inception and analyses 
their inpact on the growth and development of U,P. State 
Cement Corporation Ltd. since 1972-73. The contents of 
this chapter are given below : 
5.1 Introduction; 
5.2 The Control Stage? 
5.3 The Decontrol Stage; 
5.4 The Recontrol Stage; 
5.5 The Partial Decontrol Stage; 
5.6 Levy Obligations Upon U.P.S.C.C; 
5.7 Retention and Total F.O.R. Price of Levy Cement; 
5.8 Price of Non-Levy Cement; 
5.9 Marketing of Cement; 
5.10 Summary* 
References. 
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5,1 Introduction 
Price policy plays an important role in the planned 
development of an industry. Industiry is said to be the 
backbone of a planned economy, the girowth of industry 
itself is to a great extent dependent . : upon the price 
policy, A low earning capacity obstructs acceleration in 
business activity, because additional investments do not 
generate sufficient profits and consequently the share-
holders ultimately may suffer. On the contrary, a high 
earning capacity produces favourable results and the indvis-
try is able to plough back adequate funds to attain self-
sufficient growth stage. 
However, the earning capacity of an industry may 
be constrained by the industrial policy of the Government, 
In India the cement industry has been under the control of 
Government for a long time. The control on price and dis-
tribution was visualized on grounds of equitable distri-
bution of cement all over the country at fair prices and 
to reduce regional imbalances. One significant reason for 
this regulation was the mismatch between demand and avai-
lability of cement in the country, the demand always being 
more than the supply. There were other important reasons 
also which made the Government control essential in terms 
of price and distribution, not the least of which was the 
fact that the country had opted for a planned economic 
development. This prompted the Government to launch various 
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industrial and irrigational projects and to minimise the 
cost of these projects, the Government imposed control 
and launched priority and non-priority schemes. Govt's.aeed 
got priority statios while public demand was met on a non-
priority basis at a price determined by the Government. 
In the beginning the cement industry was free of 
all types of control. However, as production increased the 
Government found it necessary to announce a policy of price 
and distribution control which underwent several transfor-
mations from control to partial decontrol and finally 
total decontrol, a development which can be traced as 
follows : 
5.2 The Control Stage 
After the beginning of the Second World War, the 
cement industry in India witnessed a sort of volvintary 
control upon itself. Between 1942-46, defence requirements 
were given priority, and, about 90 per cent of the total 
production of cement was reserved for the Government, the 
remaining 10 per cent was meant to meet to entirely cxis-
tomer demands and to attend to the demands of other depart-
ments. The Government sought to control production, price 
and distribution under the Defence of India Rules, in July 
1942, because it was not in a position to meet the domestic 
1 2 
demand through imports. During this period the (f.o.r.) 
price of cementiOffifcLEs.60 per tonne in 1946, as against 
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Rs. 48 per tonne, in 1942. Soon after 1946, the industry-
found itself tied down by severe controls upon it, for 
the production, price and distribution of cement was con-
trolled and regulated by the Central Government. The Central 
Government sought to fix the wholesale price of cement, 
and on the basis of that, the State Governments were asked 
to fixed the retail price. Then, in July 1956, the State 
Trading Corporation took over the control of distribution 
of cement in accordance with the provision of the Cement 
Control Order of 1956, to ensure equitable distribution and 
availability of cement. The S.T.C. fixed a uniform selling 
price of Rs, 102,50 per tonne, f.o.r, destination for 
packed cement^ This policy continued till December 31,1965, 
5,3 The Decontrol Stage 
After a lapse of twenty-four years, the control on 
price and distribution was removed on January 1, 1966, This 
was due to various representations made by the industry 
that the strict price control was responsible for its poor 
performance. The industry was unable to generate internal 
finance, and it could neither improve performance nor 
xindertake expansion. At last the Goveimment had to review 
the pricing system regulating the industry, and decided 
to decontrol the industry with effect from January 1, 1966. 
Thereafter all Central and State Controls were withdrawn 
and the issue of permits by State controllers ceased to 
exist. 
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However, this policy did not yield the desired 
results. Therefore on January 1, 1968, after a lapse of 
two years, the Government was forced to inpose control 
because of mal-distribution of. cement. 
5,4 The Recontrol Stage 
During 1966 and 1967 when decontrol was on, the 
cement manufacturers established an organisation, called 
the Cement Allocation and Coordination Organisation 
(C.A.C.O.), to consider the issue of regulating the price 
and distribution of cement. After the reinposition of 
control in January, 1968, the Government through a noti-
fication transferred the fxinctions of C A . C O . to a newly 
formed body known as the Cement Corporation of India, A 
Cement Controller was appointed to look after the distri-
bution of cement in the country, and the coxontry was divided 
into four regions for inplementing the policy of distri-
bution and control of cement with each region under a 
Regional Cement Officer, 
After the intposition of the policy of recontrol the 
industry again demanded for an increase in the ex-factory 
price of cement to offset rise in costs. The Government on 
April 16, 1969, fixed a uniform ceiling ex-factory price of 
Rs» 100 per tonne, inclusive of an amount of ^s. 7,00 per 
tonne, tov/ards the increase in the cost of production. This 
position continued till-15,9,1973,. when the Govt.,allowed an 
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interim increase of Rs, 10.00 per tonne, as per the reco-
4 
ramendations of the Tariff Commission on 24,3.1973. Seve-
ral conplaints were received by the Government about the 
retention price and in view of adverse reactions, the 
matter was referred to the Tariff Commission in 1973. The 
price of cement fixed by the Government was called reten-
tion price. However, the Tariff Commission recommended 
the retention price and this recommendation was accepted 
by the Government in April 1975. This retention price was 
supposed to yield a return of 14 per cent on capital emp-
loyed, conprising net fixed assets and working capital. 
In its final report submitted in l-Sarch 1974, the 
Commission recommended a uniform retention price of Rs. 
136,00 per tonne, with an escalation formulae for auto-
matic midterm revision in the price for variation in major 
elements of costs, viz., the coal price, power tariff,wagesScn 
freight on coal and limestone. This included a rehabilita^ 
tion allowance of Rs. 4 per tonne as a 'con^selling nece-
ssity'. The Commission argued that fixation of individual 
retention prices would tend to bring about stagnation 
and a sense of complacency in the producers, as it would 
remove the element of conpetition among them to reduce 
their production cost and improve their operational 
efficiency. 
Now, after modifying the decisions of Tariff 
Commission, the Government fixed the uniform retention 
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price at Rs. 134.00 per tonne. The Goveimtnent also accepted 
the principle of escalation for 4 major items of costs, 
viz., power tariffs, price of coal, freight on coal and 
wages and deamess allowance; however it disallowed the 
Commission's recommendation to cover freight on limestone. 
The Government restricted the automatic escalation every 
year, irrespective of the magnitude of increase, though 
the Tariff Commission had recommended an automatic esca-
lation whenever the cost of these items went up by speci-
fied amovmts. As the escalation in the price of cement 
covered the increase only in respect of major cost items 
(to the extent of about 90 per cent), the industry had to 
bear the remainder and the increased cost in non-escalatory 
7 
items. Increase in other non-escalatory items of cost, 
which were all beyond the projections made by the Conani-
ssion, as also the cess and cess surcharge/tax on the 
royalty of limestone, were completely left out of account 
and the financial burden resulting from these items had 
to be borne by the industry.^ 
The return so guaranteed was a pre-tax return on 
capital employed, comprising net fixed assets and working 
capital and thus the actual return available to the cement 
9 
factories worked out to 9 per cent only. Many of the high 
cost cement factories incurred huge amount of losses, and 
some were even declared sick. Thus, the price structure 
recommended by the Commission proved ineffective and this 
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forced the industry to once again represent to the Government. 
The latter examined the price situation and decided that 
the rate of return should be calculated on net worth, ra-
ther than on capital employed. In April 1978, the Govern-
ment appointed a High Level Committee (HLC), under the 
chairmanship of Lav Raj Kumar to ponder over the ways in 
which self-sufficiency in cement could be achieved in the 
shortest possible time. The objectives of the Committee 
were as follows ; 
i) fair price to producers, ii) availability of cement to 
consumers at fair price throughout the coiintry, iii) self-
sufficiency in the shortest possible time, iv) reduction 
of regional imbalances and v) review of freight pooling 
system with particular reference to the price the consumers 
would have to pay and the burden the transport system would 
have to bear. 
The old pricing system expired on 1st April 1979. 
The H.L.C, submitted its report well in time in December 
1978. Its recommendations, suggesting a new price structure, 
12 
were based on the following parameters : 
(a) 85 per cent capacity utilisation. 
(b) various elements of cost on the basis of data available. 
(c) return of 12 per cent post-tax on the net worth after 
providing for servicing of debt and working capital 
requirement (it was in lieu of 14 per cent of capital 
enployed, earlier adopted by the Tariff Commission). 
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(d) four major items of cost viz.^price of coal, power 
tariff, wages and D.A., freight of coal, stores and 
spares escalation in cement prices to be granted 
quarterly and if such amounts were not large, the 
escalation to be granted half yearly. 
The essential features of the price control system 
suggested by the HLC were (1) retention price to the 
producers, (ii) a uniform f.o.r. destination price to the 
consumer all over the country, (iii) the difference between 
(i) and (ii) being the cement regulation accoxint, which 
pools the freight and other elements in the equalised 
f.o.r, price. Cement producers were entitled to packing 
charges, which were fixed by the Government quarterly.The 
consumers were paying for excise, sales tax and distri-
bution expenses at the district level. 
However, on the basis of the recommendation of HLC, 
the Government replaced the uniform retention price and 
introduced a three tier pricing system from May 3, 1979. 
The cement factories were classified as high, medium and 
low cost. The respective retention prices for these groups 
were fixed at Rs, 220, Rs, 205 and 185 per tonne. For new 
units, in all the three categories, the retention price 
was fixed at Rs. 296 per tonne, in view of the higher capi-
tal costs incurred by them. These prices were so fixed as 
to ensure a post-tax return of 12 per cent on net worth, 
13 
at 85 per cent capacity utilisation. 
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The industry continued., its demand for better 
retention prices, because the retention prices reconmen-
ded by the HLC were computed on the basis of input costs 
prevailing in June 1978 and they were not updated as on 
the date of implementation,(i.e. May 3, 1979) for sharp 
increases in various items of cost which had taken place 
since July 1978, Secondly, the Government decided to 
review the input on the retention prices of the major 
elements of cost (like coal, power, wages and deamess 
allowance, freight on coal etc.) annually, as in the past, 
as against the HLC^s recommendation to adjust prices every 
quarter or, once in six months. This decision acted to 
14 the serious detriment of the industry. However, from 
time to time the retention prices were raised in accor-
dance with the rise in input costs. With effect from 3rd 
May 1980, the Government allowed an increase of Rs, 13,65 
per tonne in the retention prices of cement. Again, in 
May 1981, the Government allowed an increase of Rs. 34.74 
per tonne in retention prices. But the industry did not 
favour the formula of returns ensured on the basis of a 
capacity utilisation of 85 per cent, because the average 
capacity utilisation was below that level. Thus, the 
industry continued to plead for evolving better alter-
natives and the Union Government in response to the indus-
try's, request, introduced the policy of partial decontrol 
of cement effective from February 28, 1982, 
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5.5 The Partial Decontrol Stage 
The three tier pricing system suggested by the Lav 
Raj Kumar Committee was in operation from May 1979 to 
February 1982, Thereafter, the Government introduced a 
new dual pricing system from 1st March 1982. It was known 
as a policy of partial decontrol. As discussed earlier, 
prior to the introduction of this scheme, the industry 
was subject to tight control in respect of price and dis-
tribution by the Government for about four decades. During 
this period the increase - . i in the installed capacity 
and production was unimpressive. As a result the all round 
performance was poor. Therefore, to attract more invest-
ments to expand installed capacity, modernize outdated 
plants, raise production and reduce the gap between demand 
and supply, a policy of partial decontrol was initiated. 
To review the existing policy for development of 
the cement industry, the Government appointed the Cement 
Development and Price Review Committee, londer the chair-
manship of Dr. A,K. Ghosh in April 1981, The term of refere-
17 
nces of the Committee were as follows ; 
1. To review the existing system of pricing in the cement 
industry (consisting of both existing and new factories, 
as also mini-plants). This would include determining the 
merits of establishing uniform prices for different varie-
ties of cement, and suggesting modifications to ensure 
the healthy growth of the industry, including the 
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achievements of production at optimal levels, and thefair 
prices payable to producers for the next pricing period, 
commencing April 1982, 
2. To review the incentives (including rebates and con-
cessions) available to cement factories, and suggest what 
changes should be made to augment the domestic production 
of cement. Further, to review the incentives available for 
the erection of plants in remote, difficult and deficit 
areas, and recommend what alternatives were available to 
accelerate the production in these areas in an economic 
manner. 
3. To review the progress of modernisation and introduc-
tion of technological (including the efficiency in the use 
of energy research and development and quality control) in 
domestic cement plants and recommend measures to reduce 
costs and effect economies in domestic production. 
4. To consider any other matter related to the rational 
development of the industry. 
The committee noted that due to decline in produc-
tion of cement and continuing low profitability, the 
industry was adversely affected, so it had failed to 
generate internal resources and attract new investments. 
Consequently the committee headed by Dr. A.K. Ghosh, after 
reviewing the working of the cement industry, made some 
valuable suggestions to the Government. For the first time 
101. 
it was recognised that cost of production had to be fixed 
not only to enable a ressonable return on capital enployed, 
but also to generate resources internally to help inple-
raent modernisation and rehabilitation schemes. Due to 
complete decontrol over prices and distribution, it was 
18 
suggested that a dual pricing policy should be introduced. 
Under the new policy, it was recommended that there 
should be a uniform price of Rs. 385 per tonne for levy 
cement and the producers should be free to dispose of the 
output in excess of 75 per cent of installed capacity. The 
manufacturers were required to remit to the Cement Regu-
lation Account, Rs, 25 per tonne, for rehabilitation 
purposes and another Rs. 10 per tonne, for meeting existing 
commitments. 
The Union Government examined the recommendations 
of the Ghosh Committee, and introduced a dual pricing system 
for cement, i.e. a levy for Government and small house 
builders (at Rs. 33 per bag), and non-levy for general 
consumers in open and free market, at Rs, 65 per bag. As 
per the new scheme , the factories set up before January 
1982 were to surrender 66,6 per cent (instead of 75 per cent) 
of installed capacity as levy cement, for distribution 
under controlled prices. The new scheme also provided that 
units which started commercial production on or after 
January 1982 and those designated as sick units would be 
required to give 50 per cent (instead of 60 per cent) of 
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installed capacity as levy cement. The new ex-factory price 
effective from 1.3.1982 was fixed at Rs. 335.00 per tonne 
for Ordinary Portland Cement (OPC and Slag Cement)» and 
Rs. 320.00 per tonne for Portland Pozzalana Cement (PPC), 
instead of Rs. 385.00 per tonne. The corresponding F.O.R. 
price would be Rs, 440,00 and Rs. 425,00 per tonne respec-
tively. This uniform price announced was applicable both 
to new and old units. 
The Committee under the guidance of Dr. A.K. Ghosh, 
the then Chairman of the Bureau of Industrial Costs and 
Prices (BICP) had also recommended the revision of reten-
tion price every six months. However, there was no rise 
in retention price between February 21, 1982 and July 18, 
1984, although during this period there were successive 
hikes in input costs. As a consequence the profitability 
eroded leaving the cement industry in poor financial 
health. Therefore, after almost a gap of more than two 
years, on July 18, 1984, the Government increased the 
retention price for levy cement to Rs, 375 per tonne for 
OPC, and Rs, 360 per tonne for PPC, However, the cement 
industry felt that the revised price for levy cement did 
not fully neutralise the increased input cost during the 
these two years. On the same day i,e. July 18, 1934, the 
levy quota was also reduced to 65 per cent in case of 
old units, and to 45 per cent in case of new and sick 
units of the installed capacity. The policy of levy quota 
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has since been periodically reviewed and reduced to offer 
concessions to the cement industry. Since June 1985 the 
Government has reduced these levy quotas to 60 per cent 
of the actual production of installed capacity for old 
units, and 40 per cent for new and sick units. 
In March 1986, the system of levy obligation for 
cement industry was modified by the Government to provide 
additional incentives to those cement units, which were 
producing more than their capacity. The levy obligation 
was retained to 60 per cent of actual production upto 100 
per cent of the licenced capacity, whereas it was reduced 
to 45 per cent beyond 100 per cent and upto 125 per cent. 
For new cement units the levy obligation was maintained 
at 40 per cent of the production upto 100 per cent of 
licenced capacity and it was reduced to 30 per cent beyond 
100 per cent and upto 125 per cent. 
Since the introduction of the partial decontrol 
policy the Union Government for the second time increased 
the retention price of levy cement by Rs. 24.50 per tonne 
to Rs, 384,50 per tonne in case of FpC, and Rs, 399.50 
per tonne in case of OPC, with effect from December 15, 
1986. The customers were assured that the increase of Rs. 
24,50 a tonne in the retention price would not be passed 
on to the consumer in the form of increased retail price. 
The increased retention price would be paid from the funds 
accumulated in the Cement Regulation Account (CRA>,Another 
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change announced was the decision to discontinue the 
scheme under which the industry contributed Rs. 9,00 
per tonne on production of non-levy cement to the Cement 
Regulation Account. This decision was prortpted by the 
Governmental assessment that the fund position with CRA 
21 had improved. 
Also, the levy obligation on the cement industry 
by the Government, was reduced for the third time by 10 
per cent. Thus, the units which started their commercial 
production before 1982 were liable now to give only 50 
per cent as against the earlier 60 per cent as levy of 
their actual production. However, for those \inits which 
came into production after 1982, as well as those dec-
lared sick units, the levy quota was further reduced to 
30 per cent from the earlier 40 per cent of the actual 
production. These decisions to provide concessions to the 
cement industry in the form of reduction in levy obliga-
tion were taken by the Government to help the industry to 
grow steadily. 
However, the industry circles felt that the reliefs 
granted to the cement industry was inadequate and did not 
cornpletely compensate the hike in input costs. They said 
that as against the increase of Rs. 36.37 per tonne in 
retention price sought by them, the Government has given 
only a relief of Rs. 24.50 a tonne by v«ay of increased 
retention price, which could meet the cost escalations 
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till January 1986 only, since when costs were supposed 
to have gone up by another Rs,'25 per tonne (inclusive 
« 
the latest increase in freight proposed in the supplemen-
22 tary budget of the railway). 
However after a gap of more than 20 months, i.e., 
from September 9, 1988 the retention price of levy cement 
increased by Rs. 47,00 per tonne, i.e., it became Rs. 
431.50 per tonne in case of PPC and Rs. 446.50 per tonne 
23 in the case of OPC. 
Thereafter in the budget of 1988-89, the Government 
decided to reduce the levy obligation of cement units, 
with a view to provide further momentum to the growth of 
the cement industry. According to an official release, 
the levy obligation was reduced by the Government and was 
to be regulated as follows : 
The levy quota was reduced for tonits set up prior 
to 1982 from 50 per cent to 30 per cent of actual produc-
tion and for sick units from 30 to 15 per cent of output. 
In case of units which commenced commercial pro-
duction after January 1, 1982, the levy quota was reduced 
from 30 per cente^ to20 per cent of the actual production. 
Cement units which had expanded their capacity after 
January 1, 1982, were required to give a levy quota of 
20 per cent as against 30 per cent in the previous year. 
Keeping in view that cement plants need additional resources 
for.. modernisation and expansion, the Government further 
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decided to reduce their levy obligation. 
In order to help new cement plants which had 
started production after the introduction of the partial 
decontrol policy of 1982 the Government after a review 
in 1987 decided to reduce the levy quota to 20 per cent, 
in respect of cement units which commenced production 
between January 1, 1982 and .Viarch 31, 1986, and, to 15 
per cent in respect of cement imits which had started 
production on, or,after April 1, 1986. It has been the 
policy of Government to reduce the levy obligation of 
cement plants in a phased manner, so that the cement indus-
try could generate more internal resources for expansion 
and modernisation of the cement units. 
Thereafter from 1989-90, on requests from various 
quarters, all the controls upon price and distribution 
were with-drawn by the Union Government. This decision 
was taken by the Government with a view to provide fur-
ther momentum for the over-all growth of the industry. 
5.6 Levy Obligations Upon U.P.S.C.C. 
since the declaration of partial decontrol policy, 
i.e., 1982-83, the production of cement was categorised 
in two forms (a) levy quota, and (b) non-levy quota. 
Non-levy cement was sold in the open market and prices 
were fixed according to the market forces, however the 
prices of levy cement were fixed by the Government. Also, 
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since the implamentation of the partial decontrol policy^ 
variovis reliefs were granted by the Government in the 
form of reduction in levy quota to old and new and sick 
units, in order to improve the financial health of the 
industry. The two units of U.P.S.C.C, i.e., Churk and 
Dalla were declared sick by the Govexmment due to their 
poor financial performance and these units were paying 
their levy obligation as sick xinits. Gfcourse since the 
Chxinar xanit commenced its production in 1982-83, it enjoyed 
the facilities of a new unit in terms of reduction in levy 
quota. The table given below provides the figures of levy 
obligation imposed by the Union Government upon the U.P. 
Cement Corporation : 
TABLE - 1 
Levy Obligation upon U.P.S.C.C, from 1982-83 to 1988-89 
1. From April 1, 1982 
50 per cent of installed 
capacity 
2. From July 18, 1984 
45 per cent of installed 
capacity 
3. From June 1985 
50 per cent of actual 
production 
4. From Apr i l 1, 1987 
30 per cen t of a c t u a l 
production 
5 . From Apr i l 1, 1988 
15 per cen t in case of 
s i ck u n i t s and 20 per 
cent in the case of new 
un i t s of a c t u a l production 
From 1982-83 to 1987-88 
s i ck and new un i t s were 
given equal levy quotas, 
In 1988-89, t he re was S% 
inc rease in case of new 
u n i t s , i . e . , the un i t a t 
Chunar, 
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5.7 Retention and Total F.Q,R. Price of Levy Cement 
Under the Cement Control Order, retention price for 
levy cement, is the ex-factory price for \mpacked cement 
payable to the producer. The controlled retention prices 
are subject to an escalation formula based on strict 
norms of consumption to offset the incidence of increase 
in major input costs, namely, price of coal, railv/ay 
freight on coal, power and wages admittedly outside the 
24 
control of the industry, Ofcourse, levy cement has 
imiform F.O.R, (Sale) price applicable for the entire 
country, to which the element of excise duty and packing 
charges (fixed on quarterly basis) are also added. The 
present F,0,R, (Sale) price of levy cement is Rs, 579/-
per tonne, and Rs. 564/- per tonne (excluding excise 
duty and packing charges), in respect of OPC and PPC 
respectively. However, actual retail prices at different 
places differ depending on the rate of local sales tax 
25 
and other levies. The Cement Control Order, 1967, 
had fixed the price of cement on a per tonne basis. The 
following two statements show the Retention prices per 
tonne and total F.O.R, prices of levy cement per tonne 
from 1972-73 to 1988-89 : 
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Table 2 shows the retention price admissible to 
U.P.S.C.C. from 1972 to 1988, It can be seen from the 
table that the retention price went up by Rs, 346,50, per 
tonne, i.e., from Rs. 100 per tonne in 1972, it rose to 
Rs, 446,50 per tonne in 1988, When the uniform price system 
was in force the retention price increased by Rs, 68,91 per 
tonne, i.e. from Rs. 100 per tonne in 1972, it rose to Rs. 
168.91 per tonne in 1979. Thereafter, the Government intro-
duced a three tier price system enforced between ISay 1979 
to February 1982, where retention prices were classified 
underthj&,^  categories as low, medixim and high cost units. 
The respective retention prices for these vmits in May 1979 
were Rs, 185, Rs. 205 and Rs. 220 per tonne respectively. 
These prices were raised to Rs. 233.39, Rs. 253.39 and Rs, 
268.39 in February 1982. Further, in the third terra i.e., 
March 1982 during the partial decontrol period, the Govern-
ment spelt out a dual pricing formula, viz., fixing Rs. 
335 per tonne for Ordinary Portland Cement and Rs. 320 per 
tonne for Pozzolana Portland Cement. The prices were 
increased from time to time due to rise in input material 
costs. They rose to Rs. 446.50 per tonne, and Rs. 431.50 
per tonne, respectively in 1988. 
Table 3 shows the total P.O.R. price of cement per 
tonne, from 1972 to 1988. Total F.O.R. price includes 
F.O.R, price of naked cement per tonne, excise duty per 
tonne and packing charges per tonne i 
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Table 3.reveals the total P.O.R. (Sales) price of 
cement, which increased by Rs, 702.97 per tonne (i.e., 334 
per cent),i.e., from Rs. 209.99 per tonne in 1972 it rose 
to Rs. 912.96 per tonne in 1988. During the uniform price 
system, total F.O.R. price increased by 107 per cent, i.e. 
from Rs, 209,99 per tonne in April 1972 to Rs. 436.69 per 
tonne, in May 1979. Thereafter, during the three tier pricing 
system, when retention prices were visualized as a three-
tier category, the total F.O.R. price went up by 46 per cent, 
i.e. from ^s. 436.69 per tonne in May 1979, to Rs. 638,93 
per tonne in February 1982, and further, in the third term 
during the partial decontrol period the total F.O.R. price 
rose by 43 per cent, i.e. from Rs. 638.93, in iMarch 1982, to 
Rs. 912.96, in October 1988. 
This shows that the change in total F.O.R. pries of 
cement per tonne on several occassions was mainly due to the 
rise in the retention price, i.e., because of the hike in 
the cost of production and increase in excise duty and packing 
charges. Table 3 also reveals that price of unpacked cement 
went up by Rs. 442,17, per tonne (i.e. 325 per cent) i.e., 
from Rs. 136.83 per tonne in 1972 to Rs. 579,00 per tonne 
in 1988, whereas the excise duty rose by Rs. 181.04 (529 
per cent) i.e. from Rs. 34.21 in 1372 it rose to Rs. 215.25 
per tonne in 1988, and packing charges by Rs. 79,36, (i.e. 
203 per cent), i.e., from Rs. 38.95 to Rs. 118.71 per tonne 
respectively during the same period. 
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Total F.O.R, price of cement per tonne was Rs. 940.29 
the highest between 1.4.1985 and 30.9.1985, because these 
prices included excise duty and packing charges, which were 
Rs. 225/- per tonne, and Rs. 183,29 per tonne, respectively 
and were much higher than the prices in other nxsnths. Table 
3 also reveals that excise duty charges increased gradually, 
but from March 1938, the Government had granted some conce-
ssions to cement producers in terms of excise duty which 
brought this price down to ^s. 215.25 in October 1988, from 
Rs, 225, in February 1988. Packing charges have also been 
fluctuating from time to time and they were fixed according 
to the weaving pattern, size and variety of bags. 
5.8 Price of Non-Levy Cement 
The non-levy cement is free from all price and 
distribution controls and its price is determined with the 
help of market forces operating from time to time. The open 
market price of cement is calculated with reference to a bag 
of 50 kg. Prior to the introduction of the scheme of partial 
decontrol, in February 1982, the entire production of cement 
was sold as controlled cement and there was no non-levy 
2 6 
category. Table 4 shows the prices of non-levy cement per 
bag, including all taxes as prevalent in the four metropo-
litan cities, i.e., Delhi, Calcutta, Bombay and Madras 
between 1982 and 1989. 
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TABLE - 4 
P r i c e s of Non-Levy Cement i n t h e f o u r m e t r o p o l i t a n C i t i e s 
b e t w e e n 1982 a n d 1989-
(Rs . p e r b a g ) 
S I . 
No. 
1 . 
2 . 
3 . 
4 . 
Name of 
D e l h i 
C a l c u t t a 
Bombay 
I 'ladras 
C i t y 1982 
6 0 . 5 6 
6 1 . 1 6 
6 5 . 7 5 
7 0 . 0 0 
1983 
6 4 . 7 5 
5 8 , 5 0 
6 9 . 0 0 
7 0 . 0 0 
1984 1985 
62 to 64 58 to 62 
60 to 61 76 to 78 
62 52 to 65 
62 72 
•^'•' Name of city 1986 1987 1988 1989 
No. (March) 
1. Delhi 65 to 67 61 to 62 70 to 75 72 to 75 
2. Calcutta 73 to 74 64 to 66 78 to 82 72 to 75 
3. Bombay 65 to 72 70 to 72 80 to 82 74 to 76 
4. Madras 66 to 78 69 to 72 68 to 72 58 to 63 
Sources : (a) Cement, Bombay, July-September, 1988, p. 36. 
(b) Cement, Bombay, January-March, 1990, p. 38. 
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Table 4 shows the prices of non-levy cement per bag 
of 50 kgs. in respect ofi four metropolitan cities, named 
Delhi, Calcutta, Bombay and Madras between 1982 and 1989, 
inclusive all taxes. In Delhi the price of cement rose to 
Rs. 75 in 1989, as against Rs, 60.56 per bag, in 1982, which 
shows an increase of 24 per cent during this period. In 
Calcutta the price of cement went up by 34 per cent, i.e., 
from Rs. 61.16 in 1982, to Rs. 82 per bag, in 1988, when 
it declined touching Rs. 72 in March 1989. In Bombay the 
price of cement rose by 25 per cent, i.e., from Rs, 65.75 
in 1982, to ^s. 82 in 1988, but it declined to ^s. 74 the 
following year. In :4adras the price of cement per bag inc-
reased by only 3 per cent, i.e., from Rs. 70 it rose to 
Rs. 72, between 1982 and 1988, and it came down to J-^ S. 58 
in :iarch 1989. The table also reveals that the highest and 
lowest prices of cement were recorded in Bombay during the 
period under review, which were Rs. 82 in 1988, and Rs. 52 per 
bag in 1985 respectively. Similar trends in the prices of non-
levy cement in U.P. were noticed as those shown in table 4. 
5.9 Marketing of Cement 
Ever since the establishment of Corporation, i.e., in 
1972-73, the cement industry has been selling its product 
under rigid price and distribution contro]s which may have 
adversely affected the growth of the U.P. State Cement 
Corporation due to low realisation of revenues from the 
sale of levy cement. Thereafter with the introduction of 
12 3. 
partial decontrol from 1982-83, and also due to revision 
in levy obligation from time to time, there was an increase 
in the revenues from sales of U.P.S.C.C. The reduction in 
levy obligation was meant to condensate the increase in 
input cost for levy cement. 
As a result of the decline in the levy quota, the 
availability of non-levy cement increased, and that dep-
ressed ultimately the prices in the market. The product of 
U.P.S.C.C. therefore had to face severe competition in the 
open market. Keeping this in view the Corporation augmented 
its marketing network and new dunps were opened at various 
places. At present there are about 23 dumps and consign-
ment offices like those at Allahabad, Bareily, Faizabad, 
Ghaziabad, Lucknow, Mokama, Patna, Pratapgrah and Gauhati. 
The Corporation also built-up a network of stockists in 
Bihar and U.P. and also at many other places. In 1987-88, 
the Corporation had about 1660 stockists. In addition to 
these stockists, cement was supplied from Churk, Chunar 
and Dalla xinits also. As part of its marketing strateigy, 
the Coirporation adopted the brand name "UPCEI-ENT" for 
all its three xinits. This brand name was popularised 
27 
through a publicity canpaign. The Corporation's marketing 
office is located at Lucknow, However between 1972-73 and 
1988-89 the total Gross and Net Sales of cement (including 
levy and non-levy) of U.P. State Cement Corporation were 
as follows : 
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oource Compiled from Annual Reports of U.F.S.C.C. between. 1972-73 and 1988-89. 
Gross Sales - include (Price adjustment under cement 
r egu la t ion a / c , outward f r e i g h t and t r a n s -
p o r t a t i o n charges e t c . ) 
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It is evident from Table 5 that the gross turnover 
of U.P.S.C.C. during the period under review went up by 
Rs. 10/056.94 lakhs, i.e., from Rs. 1,601.43 lakhs in 
1972-73, to Rs. 11,658.37 lakhs, in 1988-89. Also, the 
net turnover of the Corporation increased by Rs. 10,478.04 
lakhs, i.e., from Rs. 994.46 lakhs to Rs. 11,472.50 lakhs 
during the same period. Upto 1981—82, the net sales of 
cement from the Corporation was less than Rs. 2,000 lakhs, 
but the following year it went up by more than Rs. 6,000 
lakhs. This was mainly due to the rise in installed capacity 
from 8.80 lakh tonnes in 1981-82, to 17,20 lakh tonnes per 
annxira in the year that followed. The partial decontrol policy 
partly helped the sales to rise through the sale of non-
levy cement. In the last four years the rise in net sales 
may be due to further rise in installed capacity from 17.20 
lakh tonnes in 1983-34, to 25.60 lakh tonnes per annum, in 
the following years, and reduction in levy obligation from 
time to time may have increased the net sales of cement by 
more than Rs, 11 thousand lakhs which represents an increase 
of 16.18 per cent over the previous year. 
The cement industry has been under total and partial 
controls for the past five decades, however from 1989-90, 
all controls upon price and distribution have been with-
drawn. The policy of partial decontrol witnessed a huge 
rise in installed capacity and an increase in the supply 
of cement in the market. And, now total decontrol is wel-
comed by the industry, though many feel that it may lead 
126. 
to tough competition. It is. also expected that the price 
will be non-remunerative on account of the gap between 
demand and supply. Also, there may be the need to 
explore new market avenues for liquidating surplus cement, 
because the assured market for levy quota does not exist 
anymore. 
However, the U.P. State Cement Corporation may not 
encounter many difficulties as the State Government has 
issued directives to its various Departments and Under-
takings to procure cement from the Corporation. These 
Departments and Undertakings had earlier met their require-
ments of levy cement from other manufacturers also. Apart 
from this, the Corporation also has. a sound sales net work, 
to sell . cement both within and outside the State. It has 
been the endeavour of Corporation to sell its cement on 
maximum realisation by identifying potential markets, 
5,10 Summary 
In conclusion, it may be observed that U.P, State 
Cement Corporation has gone through various phases in the 
course of its development. In the beginning it was fully 
controlled by the Government. In 1977, a policy of 12 per 
cent post tax return on investment announced by the Govern-
ment, gave a further fillip to the industry. And paxrtial 
decontrol policy in 1982 gave a real impetus to the growth 
and development of the Corporation and other cement manu-
facturing conpanies in India. As a consequence of the 
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policy of partial decontrol, the U.P.S.C.C, has shown 
impressive performance in terms of rise in installed capa-
city and production, distribution as well as the price at 
which it was sold. The net turnover of the Corporation which 
was Rs. 994.46 lakhs in 1972-73, went upto Rs. 1,785.41 lakhs 
in 1981-82, and further rose to Rs. 11,472.50 lakhs in 
1988-89. 
Looking to the effect of the control and decontrol 
measures on production, prices, and inports, various phases 
in the development of the cement industry in India may be 
23 
Slimmed up as follows; 
i) era of dominant imports (1914-24) 
ii) era of struggle and survival (1924-41) 
iii) era of price controls (1942-32) 
iv) era of self-sufficiency (1982-87) 
v) and era of surplus (1987-90) 
128. 
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Chapter - VI 
This chapter offers an analysis of U.P. State Cement 
Corporation's finances, including i t s share capi tal , the 
capi ta l employed, the net worth, the cost trend and also 
i t s prof i t s and losses . I t s f inancial statements have 
been analysed and interpreted and i t s l iquidi ty, solvency 
as also i t s p ro f i t ab i l i ty ra t ios have been discussed. The 
study covers a period of 15 years, i . e . , from 1974-75 to 
1988-89, to measure the Corporation's financial perfor-
mance. The break-up of th is chapter i s as follows : 
6.1 Introduction; 
6.2 The Corporation's Share Capital ; 
6.3 Capital Enployed in the Corporation; 
6.4 The Corporation's Net Worth; 
6.5 The Corporation's Working Capi ta l ; 
6.6 The Corporation's Liquidity Ratios (Short-Term Liquidity) 
i) Current Ratio; 
i i ) Acid Test Ratio (Quick Rat io) ; 
i i i ) Working Capital Turnover Ratio; 
iv) Fixed Assets Turnover Ratio; 
v) Capital Turnover Ratio; 
6.7 The Corporation's Solvency Ratios (Long-Term Liquidity 
or Leverage Ratio) : 
i) Debt-Equity Ratio; 
i i ) Capital Employed to Total Assets Ratio; 
131. 
6.8 Cost Trends in the Corporation; 
6.9 The Corporat ion 's Value of Production (V.O.P.); 
6.10 The Corporat ion 's V.O.P. to Net Worth and Net Assets 
Rat io; 
6.11 The Corporat ion 's Index of Income and Cost (Base 
1974-75*100); 
6.12 Working Resul ts of the Corporation (Prof t /Loss) ; 
6.13 The Corporat ion 's P r o f i t a b i l i t y Ratios ; 
i) Net P r o f i t ^Jargin; 
i i ) Return on Investment (ROD ; 
i i i ) Earning Per Share (EPS); 
6.14 Summary. 
References. 
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6.1 Intiroduction 
Finance plays a pivotal role in the growth and deve-
lopment of a capital intensive indxastry like cement,quite 
obviously because all business activities including pur-
chase, production and marketing depend entirely upon the 
generation and utilisation of funds. And therefore skill 
and care in the control, use and manipulation of money is 
"finance". The successful development of an industry 
depends ultimately upon its earning capacity and its abi-
lity to generate funds through internal resources. The 
desirable expansion in terms of production and productivity 
can be achieved only through optimum funds available. The 
firm acquires funds from the investors. The funds so secu-
red, when invested^ are called investment. The firm expects 
to receive returns on investment over time, and periodi-
cally distributes returns to investors. These processes 
are not, in fact, sequential, they are sizmaltaneous and 
continuoxis. The raising of capital funds and using them 
for generating returns and paying returns to the suppliers 
of funds are called the finance function of the firm. There 
are two types of funds that a firm raises : equity and 
2 borrowed funds. Investment by outsiders depends upon the 
utilisation of funds, as also on a company's capacity to 
earn. Therefore to determine the futxire prospects of a 
company, authentic information is needed both about a 
company's present financial position and its past records 
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of ea rn ing . The ava i l ab le information concerning U.P.S.C.C. 's 
f i nanc ia l pos i t ion has been analysed in t h i s chapter . The 
data concerning author ised , subscr ibed and paid up c a p i t a l , 
the c a p i t a l enployed and the ne t worth of the Corporation 
has s p e c i f i c a l l y been analysed to determine the f inanc ia l 
performance and retiirn on investment obtained since the 
incept ion of the Corporation. 
6.2 The Corporat ion 's Share Cap i t a l 
The U.P. S t a t e Cement Corporation Ltd. was granted 
the c e r t i f i c a t e of commencement of business on March 30, 
1972, with the t r a n s f e r of two f a c t o r i e s to Corporation, 
i . e . , those a t Churk and Dalla by t h e U.P. Government on 
Apr i l 1, 1972. At the beginning i t s author ised c a p i t a l 
was Rs. 20 c ro res , divided i n t o twenty lakhs equity share 
of Rs. 100/ - each. Also, i t s i s sued , svibscribed and paid 
up c a p i t a l was Rs. 12 c r o r e s , which was held by the Govern-
ment of U.P. and i t s nominees. In 1973-74 a fresh i ssue 
of Rs. 25 lakhs was made and subscr ibed en t i r e ly to by 
the Governor of U.P. The paid-up c a p i t a l too was increased 
to Rs. 12.25 c r o r e s . 
Further , to enable the Corporation to execute i t s 
p r e s t i g i o u s kajarhat-Chunar Cement P ro j ec t as a lso o ther 
new i n d u s t r i a l schemes, the a u t h o r i s e d c a p i t a l in 1974-75 
was r a i s ed to Rs. 50 crores divided i n t o f i f t y la3chs equi ty 
share of Rs, 100 each. Again, in 1975-76, by subscr ibing 
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another Rs, 6.80 crores, the State Government raised the 
issued, subscribed and fully paid up capi ta l to Rs. 19.05, 
from the i n i t i a l Rs. 12,25 crores . Again in 1976-77 another 
subscription was made by the State Government and the paid-
up capi ta l increased to Rs. 26,55 crores, then in the next 
year i t was raised to Rs, 29,25 c rores . 
In 1982-83 the authorised and paid-up capi ta l of 
the Corporation stood a t Rs, 60 crores and Rs» 52,49 crores 
respectively, as against Rs, 50ocrores and Rs. 37.07 crores 
in the previous year. However, with effect from 2nd July, 
1986 the Government increased the authorised capi tal to 
Rs. 80 crores to f a c i l i t a t e addit ional equity subscription 
for meeting the requirement of financial i n s t i tu t ions . 
During the year 1986-87, more shares worth Rs. 7.51 crores 
were al loted to the Governor. Thus, the equity base of 
the Corporation as on 31,3,1987, stood a t Rs. 60 crores . 
After a fxirther allotment of shares worth Rs, 1.53 crores 
on 4.4,1987, th is amount rose to Rs, 61.53 crores . 'With 
another subscription of shares worth ^ s . 2 crores, the 
paid-up and subscribed equity cap i ta l of the Corporation 
as on 31.3,1988 touched Rs. 63.53 crores . At present with 
yet another s^abscription of shares worth Rs. 4.20 crores, 
the paid-up and stibscribed equity cap i ta l of the Corpora-
tion as on 1.8.1989 reached Rs. 67.73 crores as against 
the authorised cap i ta l of Rs. 80 c rores . 
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6.3 Capi ta l Enployed in the Corporation 
Capi ta l employed i s i isual ly conputed as share 
c a p i t a l (eqaity and preference) p lus reserves and long 
term loans , less f i c t i t i o u s a s s e t s l i k e preliminary 
expenses. A l t e rna t ive ly , c a p i t a l enployed i s equal to 
3 fixed a s s e t s less deprec ia t ion , p lus working c a p i t a l . 
However, the c a p i t a l eir^sloyed in the Corporation which 
represen ts net fixed a s s e t s (excluding c a p i t a l work in 
progress) plus working c a p i t a l between 1974-75 and 1988-89 
i s as follows : 
TABLE - 1 
Capi ta l Enployed in the Corporation between 1974-75 and 
1988-89 
S.No. Year Capi ta l En5>loyed (Rs•in lakhs) 
1,836.54 
2,122.24 
2,383.05 
2,054.03 
3,160.53 
2,835.54 
2,274.10 
2,177.51 
5,090.66 
7,018.12 
7,562.48 
7,617.55 
6,165.98 
3,823.29 
53.39 
Source : Coiipiled from the annual r epo r t s of the Corporation 
between 1974-75 and 1988-89. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
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I t i s evident from Table 1 t h a t the c a p i t a l employed 
decl ined by Rs. 1,783.15 lakhs , i . e . , from Rs. 1,836.54 
lakhs in 1974-75, to Rs. 53.39 lakhs , in 1988-89, and 
t h a t the h ighes t amovmt of c a p i t a l enployed was recorded 
during 1985-86 which stood a t Rs. 7,617,55 l akhs . There-
a f t e r , the dec l ine in the amoiant of c a p i t a l ejiployed in 
svibsequent years may be a t t r i b u t e d mainly to continuous 
f a l l in the value of t he working c a p i t a l . VJorking c a p i t a l 
decl ined, due to r i s e in the value of cu r ren t l i a b i l i t i e s 
over cur ren t a s s e t s and o the r t r ade dues . 
6.4 The Corporat ion 's Net Worth 
Net worth, which r ep re sen t s paid-up c a p i t a l , inc lud-
ing share depos i t s during the year , p lus r e se rve , less 
in t ang ib le a s s e t s ( i . e . , micellaneous expenditure plus 
loss accumulated by the company) i s the r e a l value of 
the company. Table 2 shows the ne t worth of the Corpora-
t i on between 1974-75 and 1988-89 : 
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TABLE - 2 
The C o r p o r a t i o n ' s Net Worth between 1974-75 and 1988-89 
S.No. Year Net Worth 
(Rs, in lakhs) 
1 ,092.57 
1,725.32 
2 ,436 .31 
2 ,930,80 
3 ,181 .17 
2 ,950 .55 
2 ,705 .51 
3 ,038 .19 
4 , 9 9 8 . 4 8 
3 ,809 .55 
1,808.10 
1 ,250.86 
468.27 
(-) 1 ,949.44 
( - ) 5 , 6 9 5 . 7 6 
Source : Contpiled from t h e annua l r e p o r t s of t h e Corpora-
t i o n between 1974-75 and 1988-89 . 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
3. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
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It is evident from Table 2 that the net worth of 
the Corporation declinedto Rs, (-)5,695.76 lakhs, in 
1988-89, from Rs. 1,092.57 lakhs, in 1974-75. The highest 
value of net worth measured in 1982-83, was Rs. 4998,48 
lakhs. After thdLs, the net worth appears to have steadily 
declined over the years. This may mainly be due to the 
rise in the amount of intangible assets, which increased 
from Rs, 403.14 lakhs, in 1974-75, to Rs. 12,468.97 lakhs, 
in 1988-89, On the other hand the value of paid-up capital, 
including share deposits and reserves, also increased from 
Rs. 1,495.71 lakhs to Rs. 6773.21 lakhs, during the same 
period, though the value of intangible assets rose at a 
higher rate. 
6.5 The Corporation's-Working Capital 
Working capital is also known as circulating or 
revolving capital and is used by business firms for 
meeting day to day e:<penditure like wages, salaries, and 
rent» This amoxant is also invested in raw materials, 
semi-finished and finished goods and other stock. Ordi-
narily, the excess of current assets over the current 
4 liabilities is the working capital of a company. The 
working capital (current assets, loans, and advances, 
less trade dues and current liabilities and provision) 
of the Corporation between 1974-75 and 1988-89 is given 
in Table 3i 
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TABLE - 3 
Working C a p i t a l of t h e Corpora t ion between 1974-75 and 
1988-89 
S . N O . Year Working C a p i t a l (Rs, i n lakhs) 
1 . 
2 . 
3 . 
4 , 
5 , 
6 , 
7 . 
8 . 
9 . 
1 0 . 
1 1 . 
1 2 . 
1 3 . 
1 4 . 
1 5 . 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-37 
1987-88 
1988-89 
639.52 
937.84 
1 ,241.93 
937.84 
1 ,984.18 
1 ,479.23 
929.99 
643.24 
672.79 
.) 232.06 
.) 1 ,107.40 
.) 938.43 
. ) 1 , 9 0 8 . 5 8 
•) 3 ,446 .31 
-) 6 ,447 .87 
Source I Conpiled from a n n u a l r e p o r t s of t h e Corpora t ion 
between 1974-75 and 1988-89 . 
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Table.3 reveals that the working capital of the 
Corporation, which was Rs. 639,52 lakhs,during 1974-75, 
increased to Rs. 1,984.18 lakhs in the year 1978-79, but 
it declined to Rs. 672.79 lakhs, during 1982-83. Also, 
after the lapse of a period of 9 years, the working capital 
of the Corporation declined to Rs. (-)232.06 lakhs 
during 1983-84. Again there was a steady rise in current 
liabilities over current assets and as a result, during 
1988-89 the working capital touched a new low of Rs. 
(-) 6,447.87 lakhs. 
6.6 The Corporation's Liquidity Ratios (Shori:-Term Liquidity) 
Ratio analysis as applied to financial statements, 
is the process of determining and presenting in arith-
metical terms the relationships between figures and groups 
of figures drawn from these statements. Thus ratio analy-
sis depicts the comparison between two variables for the 
interpretation of the financial statements. Ratio analysis 
helps in co-ordinating and controlling the activities 
of a business with a view to improve its efficiency. These 
ratios also help in improving the profitability and the 
effectiveness of an enterprise. 
In business liquidity refers to the potential ability 
of a concern to meet its short-term obligations. Therefore, 
the liquidity ratios measure the relationship between 
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current liabilities, (i.e., short-term obligations), 
and, current assets, (i.e., the sources through which 
these obligations will be met). In other words the liqui-
dity ratios indicate the ability of a business to meet 
its obligations when they arise. The commonly used 
liquidity ratios are as follows : 
i) Current Ratio 
The current ratio measures the relationship between 
current assets and current liabilities. The former include 
cash, bills receivable, marketable securities, pre-paid 
expenses, debtors, stock and any other assets which can 
be converted into cash in the normal course of business, 
while the latter cover bills payable, bank over drafts, 
sundry creditors, outstanding expenses, income tax paya-
ble, and all those obligations which become due with in 
a period of one year. Current ratio is conputed dividing 
current assets by current liabilities. The following 
table shows the proportion of current assets to cxirrent 
liabilities (including provisions) that existed in the 
Corporation between 1974-75 and 1988-89 : 
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TABLE - 4 
The Corporation's Current Ratio between 1974-75 and 
1988-89 
S.No. Year Current Assets to Current 
liabilities 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
198.9 
302.8 
329.7 
204.9 
128.8 
200.8 
146.6 
122.1 
124.9 
91.9 
77.3 
82.3 
69.9 
61.7 
41.2 
per cent 
» 
n 
H 
II 
II 
II 
II 
II 
n 
n 
II 
II 
II 
II 
Source : Conpiled from the annual r e p o r t s of the Corpora-
t i o n between 1974-75 and 1988-89. 
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Table 4 depicts that between 1974-75 and 1982-83 
the current ratio was higher but it declined in subsequent 
years. This may be an indication that the Corporation was 
able to meet its outstanding debts during 1974-75 and 
1982-83. Thereafter c\irrent ratio, declined from 91.9 
per cent to 41,2 per cent in the year 1988-89. This means 
that the current obligations upon the Corporation were 
more than its ability to pay during 1983-84 and 1988-89. 
From management's point of view, a higher current ratio is 
indicative of poor planning, since an excessive amount of 
fiinds lie idle. On the contrary, a low ratio would mean 
inadequacy of working capital which may deter smooth func-
tioning of the enterprise. As a conventional rule a current 
ratio of 2jl, (i.e,, current assets be twice the current 
liabilities, or, even more) is considered satisfactory to 
7 
measure the liquidity of a firm, 
ii) Acid Test Ratio (Quick Ratio) 
This ratio helps to measure the immediate ability of 
a firm to pay off its current obligations. It is obtained 
Q 
by dividing quick current assets by current liabilities. 
The quick assets include cash, debtors (excluding bad debts) 
and securities which can be realised without difficulty. 
Stock is not included in quick assets for the purpose of 
this ratio. Similarly prepaid expenses are also excluded 
as they can not be converted into cash. And, liquid or quick 
liabilities refer to all current liabilities except bank over 
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g 
draft. The percentage of quick assets (sundry debtors, 
advances and cash balances) to current liabilities (exclu-
ding provisions)that existed in the Corporation is shown 
in the following table : 
TABLE - 5 
The Corporation's Acid Test Ratio between 1974-75 and 
1988-89 
S.No. Year 
1. 
2. 
3. 
4, 
5. 
6. 
7, 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
Quick Assets 
liabilities 
85.5 
139.5 
237.8 
111.0 
73.9 
149.5 
93.4 
72.6 
57.6 
37.4 
42.6 
58.8 
28.1 
26.9 
19.7 
to Current 
per cent 
It 
II 
II 
u 
n 
H 
II 
II 
H 
II 
ff 
a 
It 
n 
Source ; Conpiled from annual r e p o r t s of the Corporation 
between 1974-75 and 1988-89. 
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Table 5 reveals that the quick ratio, which was 
85,5 per cent in 1974-75, increased to 237,8 per cent in 
1976-77 due to rise in quick assets over current liabili-
ties. It is the highest ratio during this period. Since 
1980-81, there was a steady rise in current liabilities, 
and ultimately the percentage of quick assets to current 
liabilities declined from 93,4 per cent to 19.7 per cent, 
in 1988-89. However the quick ratio of lil is generally 
considered to be adequate. 
iii) Working Capital Turnover Ratio 
This ratio indicates the efficiency or otherwise in 
the utilisation of working capital in making sales. It is 
1 P 
conputed by d iv id ing ne t sa les by working c a p i t a l . The 
following t a b l e shows the working c a p i t a l turnover r a t i o 
of the Corooration between 1974-75 and 1988-89 : 
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TABLE - 6 
The Corporation's Working Capital Turnover Ratio between 
1974-75 and 1988-89 
S.No. Year Sales to Working Capital 
1 . 
2 . 
3 . 
4 . 
5 . 
6 . 
7 . 
8 . 
9 . 
1 0 . 
1 1 . 
1 2 . 
1 3 . 
1 4 . 
1 5 . 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
151 .6 p e r c e n t 
145 .8 
112.1 
126.5 
65 .6 
83.7 
160 ,8 
227.5 
829.1 
N i l 
N i l 
N i l 
N i l 
N i l 
N i l 
Source : Conpi led from t h e a n n u a l r e p o r t s of t h e Corpora t ion 
between 1974-75 and 1 9 8 8 - 8 9 . 
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Table 6 depicts that between 1974-75 and 1982-83 the 
working capital turnover ratio was high and increased from 
151.6 to 829,1 per cent. This shows the efficient utili-
sation of the working capital, except for the years 1978-79 
and 1979-80, when it was 65,6 and 83,7 per cent respecti-
vely, which had low ratios between sales to working capital. 
During 1978-79 and 1979-80 the working capital was more 
than value of sales. From 1983-84, the percentage of sales 
to working capital is nil due to a minus working capital. 
This was mainly due to a rise in current liabilities over 
current assets during the last six years period. 
iv) Fixed Assets Turnover Ratio 
A fixed assets turnover ratio indicates the efficiency 
with which the firm utilises its investment in fixed assets. 
This fixed assets turnover ratio is computed by dividing 
sales by net fixed assets. Generally speaking, a high ratio 
indicates efficient utilisation of fixed assets in gene-
rating sales and a low ratio indicates inefficient utili-
11 
sation of fixed assets. Table 7 shows the fixed assets 
turnover ratio to help measure the efficiency of the 
Corporation between 1974-75 and 1988-89 : 
148, 
TABLE - 7 
The Corporat ion 's Fixed Assets Turnover Ratio between 
1974-75 and 1988-89 
S.No. Year Sales t o Net Fixed Assets 
1. 
2. 
3. 
4. 
5. 
6. 
7, 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
81.0 
115.5 
122.0 
106.0 
110.7 
91.3 
111.3 
95.4 
126.2 
71.7 
59,5 
88.5 
81.7 
101.1 
136.1 
per -cent^  
M 
II 
II 
tl 
rt 
II 
It 
(1 
It 
II 
n 
II 
n 
II 
Source : Conpiled from the annual r e p o r t s of the Corpora-
t ion between 1974-75 and 1988-89. 
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Table 7 depicts that during 1974-75 the percentage 
of net sales to net assets while calculat ing the fixed 
assets turnover ra t io was 81.0 per cent, which clearly 
indicates a low r a t i o . However, during the next four years 
per iod^i .e , between 1975-76 and 1978-79, the Coirporation 
made eff ic ient u t i l i s a t ion of fixed asse t s , which was 
more than 100 per cent. During 1979-80 and 1981-82, the 
relat ionship between sales and fixed assets was more than 
90 per cent, and between 1983-84 and 1986-87 i t declined. 
However, the overall performance of the Corporation in 
generating sales through the use of fixed assets was jus t 
sat isfactory because most of the time i t had a high fixed 
assets turnover r a t io , and during 1988-89 i t rose to 
136.1 per cent. 
v) Capital Tximover Ratio 
This r a t io measures effect ive use of the capi ta l 
ennployed in business. Capital turnover r a t io is concuted 
by dividing sales by the cap i t a l employed. Table 8 shows 
the percentage of capi ta l turnover r a t i o to measure the 
relat ionship between sales and the cap i t a l errployed : 
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TABLE - 8 
The C o r p o r a t i o n ' s C a p i t a l Turnover R a t i o between 1974-75 
and 1988-89 
S.NO. Year S a l e s t o C a p i t a l Znployed 
1 . 
2 . 
3 . 
4 . 
5 . 
6 . 
7 . 
8 . 
9 . 
1 0 . 
1 1 . 
1 2 . 
1 3 . 
1 4 . 
1 5 . 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
52 .8 
64.4 
58.4 
57 .8 
41.2 
43 .6 
65.8 
67.2 
109.5 
74.1 
68.3 
99.4 
107.1 
192.2 
6575.8 
per cent 
H 
II 
II 
II 
" 
II 
n 
II 
II 
ti 
11 
n 
n 
II 
Source : Conpi led from annua l r e p o r t s of t h e Corpora t ion 
between 1974-75 and 1 9 8 8 - 8 9 . 
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Table 8 reveals tha t during 1974-75 the percentage 
of sales to capi ta l employed was 52,8 per cent and i t 
declined to 41,2 per cent in 1978-79, This low ra t io indi-
cates inefficient u t i l i s a t i o n of cap i t a l enployed by the 
Corporation. During 1982-83 the percentage of sales to 
cap i ta l enployed rose to 109.5 per cent and during 1983-84, 
the capi ta l turnover r a t i o declined to 74.0 per cent. How-
ever af ter that i t s teadi ly increased over the years and 
reached 16,575,8 per cent during 1988-89, This may be due 
to substant ial decline in the amount of capi ta l eitcloyed 
and the r i se in the value of sa l e s . During the period 
under review, i . e . between 1974-75 and 1988-89, the value 
of sales increased from Rs. 969,75 lakhs to Rs, 8849,82 
lakhs. On the other hand the value of cap i ta l enployed by 
the Corporation declined from Rs, 1836,54 lakhs to Rs, 
53.39 lakhs during the same period, 
6,7 The Corporation's Solvency Ratios (Long Terra Liquidity or 
Leverage Ratio ) 
"As l iquidi ty refers to current obligations, solvency 
refers to a conpany's a b i l i t y to meet the in te res t costs 
and repayment schedules associated with i t s long term 
obl igat ions". While short-term credi tors l ike banks and 
suppliers of raw materials are more . interested in the 
firm's current debt paying a b i l i t y , the long-term credi tors 
l ike share holders and debenture holders are more conceimed 
12 with the firm's long term financial prospects . Therefore 
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the solvency ra t ios offer an analys-jsof the long-teinn 
obligations and ab i l i t y of the firm. The long term sol -
vency of a firm can be examined by using leverage or 
capi ta l s tructure r a t i o s . The leverage or capi ta l s t ruc-
ture ra t ios are coiipany's financial ra t ios which throw 
l ight on the long term solvency of the firm as reflected 
in i t s ab i l i t y to assure the long-term creditors about 
(i) the periodic payment of i n t e r e s t during the period of 
the loan and (i i) the repayment of pr incipal , on maturity, 
or, in predetermined instalments, a t due dates . Two 
commonly used solvency rat ios are discussed below to indi-
cate the a b i l i t y of U.P.S.CC, to meet, i t s long term 
obligations : 
i) Debt-Eqiilty Ratio 
The relat ionship between borrowed funds and owner's 
capi ta l is a popular raeasxire of the long-term financial 
14 solvency of a firm. This r a t io i s also known as external 
in ternal equity r a t i o . I t attempts to meastire the relat ion-
ship between debt capi ta l and equity c a p i t a l . In other 
words, th i s ra t io measures the r e l a t i ve claims of credi-
tors and owners on the assets of the firm. I t is confuted 
as follows : 
^ , ^ . _ .. n ^. Outsiders ' Funds 
Debt to Equity Ratio = share holders ' Equity 
Outsiders' f\ands or external equi t ies usually include 
a l l debts whether long-term or short-term, while share-
holders • funds or internal equi t ies include equity and 
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preference shares, capital reserves and other xindistri-
15 buted profits. Table 9 shows the Debt-Equity Ratio of 
the Corporation between 1974-75 and 1988-89: 
TABLE - 9 
The Corporation's Debt Equity Ratio between 1974-75 and 
1988-89 
S.No. Year Debt to Equity Ratio 
1.09:1 
0.70:1 
0.50:1 
0.41:1 
0.87:1 
1.4 :1 
1.72:1 
1.72:1 
1.13:1 
1.08:1 
1.2 :1 
1.2 :1 
0.91:1 
0.89:1 
0.80:1 
Source : Conpiled from the r e p o r t s of the Corporation 
between 1974-75 and 1988-89. 
1 . 
2 . 
3 . 
4 . 
5 . 
6 . 
7 . 
8 . 
9 . 
1 0 . 
1 1 . 
1 2 . 
1 3 . 
1 4 . 
1 5 . 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
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Table 9 reveals the debt-equity ratio, which shows 
the amovint of capital supplied to the Corporation by the 
owners and outsiders. A high debt equity ratio indicates 
that the claim of creditors are more than that of owners, 
while a low ratio shows the claim of the owners to be 
greater. On an average debt to equity ratio of 1:1 is 
acceptable. During 1974-75, the debt equity ratio was 
1,09:1 may be because of greater investment by outsiders 
than owners; but it declined to 0.30:1 during 1988-39. 
Higher claims by creditors were recorded during 1980-31 
and 1981-82 and the debt equity ratio was 1.72:1 for these 
two years. During the entire period of 15 years under 
review, for 8 years the claims of outsiders appear to be 
greater. However, after 1985-86, external claims appear 
to have steadily declined over the years. One of the 
possible reasons behind the decline in outsiders invest-
ment since 1986-87, may be the gloomy performance of the 
Corporation perceived by the outsiders. 
ii) Capital Enployed to Total Assets Ratio 
This ratio indicates the relationship between owned 
capital funds and total assets. It is also Xnown as the 
propriety ratio. The capital-employed to total assets 
ratio is computed by dividing shareholder's funds (i.e., 
equity capital + reserve) by toal assets. Table 10 
provides the figures for the capital employed to total 
assets ratio for the Corporation between 1974-75 and 
1988-89 : 
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TABLE - 10 
The C o r p o r a t i o n ' s C a p i t a l Enployed t o T o t a l Asse t s Rat io 
between 1974-75 and 1988-89 
S.No, Year Share h o l d e r ' s Fvindsto To t a l 
Asse t s 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
42.6 
54,4 
60.4 
62.9 
47.8 
35.6 
30.6 
29,6 
37.6 
34.9 
30.5 
29,6 
33.0 
29.4 
28,4 
per cent 
M 
n 
II 
II 
II 
tt 
11 
11 
II 
II 
n 
It 
It 
n 
Source : Compiled from the annual reports of the Corpora-
tion between 1974-75 and 1988-89. 
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It can be seen from Table 10 that the percentage of 
shareholders* funds to total assets during 1974-75 was 
42,6. It increased to 62.9 per cent during 1977-78, but 
theJi declined to 28.4 per cent during 1988-89. The table 
also shows that except for the year 1975-76, 1976-77 and 
1977-78 the percentage of shareholders' funds was less 
than half of the Corporation's total assets. And, if the 
value of assets far exceeds the share capital it could mean 
that part of the assets are owned by debenture holders and 
17 
other creditors. If this logic is applied to table 10 
it would mean that more than half of the Corporation's 
assets belonged to its debenture holders and creditors. 
6.8 Cost Trends in the Corporation 
The percentage cost of Sales to Sales indicates 
the relationship between cost of sales to net sales (exclu-
ding excise duty). This ratio is computed by dividing cost 
of sales by sales and to calculate the cost of sales, the 
loss is added and profit is deducted from sales. The higher 
percentage shows high cost of sales in coir^ jarison to sales 
and is an indicator of inefficient utilisation of available 
resources and poor performance of management. On the con-
trary, a low percentage may be an indication of low cost 
of sales, which further indicates that business is doing 
satisfactorily. Table 11 shows the cost trend in the 
Corporation between 1974-75 and 1988-89; 
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Table 11 shows that during 1974-75 the percentage of 
cost of sales to sales was 128,1/ whereas the cost of sales 
was Rs. 1247,74 lakhs and sales Rs. 969.75 lakhs. There-
after the percentage increased to 137.1 per cent during 
1988-89, when the cost of sales was 12137,90 lakhs as agai-
nst the sales of Rs. 8849,82 lakhs. The table also reveals 
that during the 15 years period under review, the percen-
tage of cost of sales to sales was, always more than 100 
per cent except during 1982-83, when this was 85.3 per cent. 
A decline in this ratio may be due to a profit of Rs. 820.96 
lakhs earned by the Corporation; but it appears to be an 
exceptional year. One possible and significant reason behind 
the greater percentage was the fact that the Corporation had 
accumulated losses for 14 out of 15 years under review. 
Further trends in the cost of sales to sales ratio indicate 
that the management of the Corporation was unsuccessful in 
achieving the main objective of the business, i,e,, to mini-
mize the cost of production and maximize the profit. As a 
consequence the overall picture appears to be very gloomy 
at the end of each year. 
6,9 The Corporation's Value of Production (V,0,P,) 
To measure how a business has performed, the value 
of production is calculated. This reveals net sales, and 
the closing and opening stock of a coitpany. In confuting 
the value of production of cement; net sales is added to 
the closing stock of the year, and the opening stock of 
159. 
the year is deducted from this value. Table 12 shov/s the 
value of production of cement during the 15 years between 
1974-75 and 1988-89 : 
TABLE - 12 
The Corporation's Value of Production (V.O.P.) between 
1974-75 and 1988-89 
(Rs, in Lakhs) 
Year S a l e s (Net) C los ing iStock Opening Stock V.O.P. 
of Cement and of Cement (1+2-3) 
C l i n k e r and C l inke r 
(1) (2) (3) 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
969.75 
1367.66 
1392.70 
1186.59 
1302.56 
1237.95 
1495.53 
1463.29 
5578.30 
5197.43 
5162.86 
7570.05 
6601.36 
7348.60 
8849.82 
88.74 
46.17 
29.29 
95.44 
81.38 
122.85 
199.19 
331.26 
403.30 
331.04 
330.01 
522.01 
1253.18 
1483.06 
875.84 
85.09 
88.74 
46.17 
29,29 
95.44 
81.38 
122.85 
199.19 
381.26 
403.30 
331.04 
330.01 
522.01 
1253,18 
1433.06 
973.40 
1325.09 
1375.82 
1252.71 
1288.50 
1279.42 
1571.37 
1645.36 
5600.34 
5125.17 
5161.83 
7762.05 
7332.53 
7578,48 
8242.60 
Source ; Compiled from t h e a n n u a l r e p o r t s of t h e Corr^oration 
between 1974-75 and 1988-89 . 
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Table 12 depicts that the net sales of cement 
increased by Hs, 7880,07 lakhs,i.e. from Rs. 969.75 lakhs 
during 1974-75, to AS. 8849,82 lakhs during 1988-89. Mean-
while, the value of production (V.O.P.) went up by Rs. 
7269.20 lakhs, i.e. from Rs. 973.40 lakhs to Rs. 8242.60 
during the same period. On the other hand, the value of 
closing stock which was Rs. 88,74 lakhs during 1974-75, 
rose by Rs. 787.10 lakhs, and reached Rs. 875.84 lakhs 
during 1988-39. rlow, when the value of opening stock was 
deducted from sales and closing stock for computing the 
value of production, it was found to have increased by 
Rs. 1397.97 lakhs i.e. from Rs. 85.09 lakhs during 1974-75, 
to RS. 1483.06 lakhs during 1988-89. 
6,10 The Corporation's V.O.P. to Net Worth and Net Assets Ratio 
Table 13 shows the relationship between the value 
of production iV.O,?») and net worth, and value of produc-
tion and net assets. The percentage of V.O.P. to net worth 
is conrciuted by dividing the value of production by net 
worth, and the percentage of V.o.p. to net assets is cal-
culated by dividing the value of production by total net 
assets: 
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TABLE - 13 
The Corporation's Percentage of Value of Production to 
Net Worth and Net Assets between 1974-75 and 1988-89 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Year 
1974-75 
1975^76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
Percentage of 
Net Worth 
89,1 per cent 
76.8 
56.5 
42.7 
40 . 5 " 
43.3 
58.1 
53.3 " 
112.0 
134.5 
285.5 
620.5 
1565.9 
Nil 
Nil 
V.O.P. to 
Net 
27.7 
33.2 
31.6 
25.0 
17.2 
12.3 
13.0 
11.9 
40.1 
34.1 
30,0 
43.8 
39.3 
35.1 
34.5 
Assets 
per cent 
II 
II 
11 
II 
II 
II 
II 
ri 
II 
II 
n 
11 
II 
It 
Source : Compiled from the annual reports of the Corooration 
between 1974-75 and 1988-89. 
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Table 13 indicates that during 1974-75 the percen-
tage for the value of production (V.O.P.) to net worth 
was 89.1, but it declined to 53.3 per cent during 1981-82. 
This shows that during this period, i.e., between 1974-75 
and 1981-82 the V.O.P. was smaller than value of net 
worth. From 1982-83 the value of net worth steadily dec-
lined over the years, and as a result the percentage of 
V.O.P. to net worth rose from 112 to 1565.9 per cent in 
1986-87. During the following two years the value of net 
worth declined further and reached in minus figures, 
consequently the percentage of V.O.P. to net worth became 
nil. 
In 1988-89, on the other hand the percentage of 
V.O.P. to total net assets was 34.5 per cent as against 
27.7 per cent during 1974-75. During this period, the 
V.O.P. increased from Rs» 973.40 lakhs to Rs. 8242.60 lakhs 
and the value of assets rose from iis. 3509.00 lakhs to 
* 
Rs, 23850.53 lakhs. The highest percentage of V.O.P. to 
net assets was 43,8 per cent in 1985-86 and lowest in 
1981-82, i.e. just 11.9 per cent. This shows that Corpora-
tion did not efficiently utilise its assets, may be because 
the value of assets were much higher than the value of 
production, 
6.11 The Corporation's Index of Income and Cost (Base 1974-75=100) 
There are always variations in income and expenditure 
on varioxis items of production in a manufacturing industry. 
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Therefore, an Index of Income and Cost indicates the 
relationship between total income and cost of a parti-
cular source of manufacture each year between 1974-75 
and 1988-89. The year, 1974-75 has been selected as the 
base year for measuring this relationship. The percen-
tage rise or fall in total income as well as in other 
major items of production, e.g., raw material, stores 
and spare parts, packing materials, power and fuel, 
payment to and provisions for enployees, interest paid, 
and depreciation has been shown each year over the base 
year. Table 14 shows the Corporation's Index of Income 
and Cost between 1974-75 and 1988-89 : 
I 
03 
C 
(0 
in 
c 
-p 
o 
o 
I/) 
I 
" < * 
en 
0) 
CO 
CQ 
w 
T* O 
-O 0^  
G CO 
ro 1 
CO 
0) CO 
£ (TV 
O .-I 
O 
a 
H 
0 
X 
0) 
T! 
C 
H 
m 
c 
o 
•H 
-p 
u 
o 
o 
u 
EH 
U 
a) 
0) 
OJ 
CO - ^ 
1 03 
rH -^ 
03 
O 
• 
r-
<M 
(M 
r - ( 
00 ^^ 
1 O 
O —' 
CO 
(Ti 
* 
>J3 
CO 
1-1 
eg 
• 
o 
^ 
l H 
CM 
• 
o 
o 
04 
r>> 
t 
m 
•^ 
i H 
i n 
• i n 
i n 
fNJ 
vO 
• 
' i ' 
vO 
T H 
•5f 
• CT\ 
r-l 
f O 
t 
i n 
CO 
o CO ^ 
1 VO 
Oi "-^ 
r^  
o 
• 
en 
r-( 
t -< 
I in 
CO ^ 
00 
o^ 
r* —. 
1 CM 
in"—' 
r-
VO 
• 
CO 
CM 
rH 
in 
I 
to 
o 
•H 
•p 
0* 
00 
* 
CO 
CM 
* 
in 
CM 
in 
o 
o 
rn 
• 
m 
i n 
i - i 
T-t 
• 
a\ 
r* 
CM 
i n 
• 
a\ 
o 
1-1 
CM 
• 
<Tv 
•«<' 
en 
rH 
• 
o 
n 
n 
• 
<N 
00 
CM 
• 
VO 
rH 
CM 
• 
a\ 
r^  
cr> 
• CM 
cn 
(J\ 
» 
o 
CM 
vO 
• 
ro 
CM 
i - l 
• CO 
r-
as as 
in 
CO 
r» 
• 
O l 
o 
»-4 
00 
• 
r^  
CM 
rH 
CM 
• 
n 
^ 
r H 
rf 
• 
vD 
ro 
r H 
o 
o 
o 
o 
o 
o 
o 
o 
w 
VO 
o 
GO 
CM 
tn 
CO 
o 
rH 
o 
o 
in 
CM 
CM 
o 
o 
in 
a\ 
00 CO 
00 
in 
CM 
CM 
CM 
rH 
rn 
i n 
\o 
0^ 
CM CM 
i n 
CM 
• CM 
VO 
T-t 
r-< 
• 
o 
m 
r H 
m 
» 
•^ 
VO 
r-i 
[^ 
• 
o 
04 
o 
• 
•* 
r* 
• 
a\ 
Tj" 
a\ 
o 
o 
(U 
E 
0 
0 
c 
H 
i H 
(0 
+J 
o 
B 
•• 
+J 
0} 
0 
o 
w 
r H 
(0 
•H 
Ui 
d) -ra 
+ j 
(3 
E 
5 (0 
DJ 
0) 
e 3 
w 
c 
0 
o 
a, a; 
w e 
a 
'd n G C 
fO O 
o 
w (U W 
U -P 
O (H 
-P rd 
CO P , 
rd 
• H 
iH 
0) 
^ 
to 
*i« 
T! 
C7» <U 
C 
-H 
^ 
O 
(0 
a 
s 3 
0) 
C 
0 
o 
3 
Xi 
C 
(0 
u 
a> 
5 
O 
a 
n u 
C 0 (t) vw 
0 W 
- P e n 0 0) 
4J -H Q) 
C CO >, 
(U -W 0 
E > ' H 
> i O a 
(QUE 
cu a<o 
•p 
tn 
0) 
ui 
QJ 
-P 
C 
M 
c 
0 
•H 
4J 
;d 
• r l 
0 
0 
M 
Ck 
(U 
Q 
CQ CM m in VO 
165. 
u 
0) 
13 
-P 
C 
O 
u 
03 
U 
(0 
H 
3 
O 
•H 
+) 
(0 
a\ ^ CD in 
1 r^ 
00 ^^ 
CO 
CTv 
• 
T-l 
o t-( 
CO 
00 
I 
CO 
r- ^ CO r o 
1 t-( 
v O — ' 
CO 
LO 
• 
T- l 
in 
CO 
TH 
• 
cn 
O 
VO 
a^  
• 
a\ 
T-t 
CO 
(N 
• in 
CNJ 
•^  
CO r^ j 
I rH 
in ^ 
CO 
in -^v 
00 rH 
I T-t 
CO 
• < * ^ 
CO O 
1 T-^  
fO ' ^ 
CO 
r^  
• 
r<j 
CO 
vO 
n 
CO ,-> 
00 
VO 
cn 
CO 
o 
CO 
VO 
•* 
• 
c^  
o 
c^  
00 
• 
o 
n 00 
in 
• 
vO 
OJ 
VO 
"^J* 
• in 
o\ 
n 
• < * 
• C\ 
m 
VO 
in 
• 
o 
T-{ 
CO 
VO 
• VO 
CN 
in 
CO 
• 
T-t 
00 
CM 
CTv 
a\ 
» VO 
in 
VO 
CO 
• 
m 
cn 
vO 
CO 
• CN 
r^" in 
T - l 
• 
r-
o 
o\ 
VO 
• VO 
•^  
"^  
r-t 
• 
T- l 
r~ in 
•^  
• 0\ 
in 
in 
TH 
• 
<3^  
CN 
r> 
C3\ 
• C"! 
a\ 
n 
CO 
• CN 
C\ 
in 
n 
• CO 
in 
m 
in 
• VO 
VO 
VO 
en 
TH 
r-VO 
i H 
00 
a\ 
'^ 
m 
VO 
in 
\o 
kO 
in 
o 
• CO 
VO 
VO 
(U 
e 0 
o G 
H 
r-i 
(d 
-P 
0 
H 
•« 
-p 
n 0 
u 
CO 
• CM 
o 
•^  
CO 
rH 
03 
•H 
M 
(U -d 
-P OJ 
g e E 13 
CO 
5 C 
03 O 
a; 0 
<-i 
• 
m 
VO 
fl T) 
ft 0) 
CO E 
3 
TJ to 
c c (t3 0 
0 
cn 
0) CO 
i^ -P 
0 U 
•p ft) 
CO ft 
(0 
0) 
•H 
U 
Q) 
-P 
!S E 
o 
• r-l 
a\ CM 
t3 
cn 0) 
C 
•H 
;>i 
o (0 
DJ 
E 
a CO 
c 0 
o 
(N 
• VO 
r-
'5J' 
r-< 
(U 
0 (i( 
•d 
c (0 
M (U 
5 
0 
ft 
VO 
• ro 
r-CM 
-0 l^ 
C 0 
rO 4-1 
0 CO 
• P e n 
0 Q) 
-P -H 0) 
c CO >i 
0 -H 0 
e > r - l 
> i p a 
D< ft 0) 
in 
CJv 
CM 
CN 
CN fO in 
-P 
(0 
-P 
a 
H 
VO 
CO 
in 
vo 
TH 
• (Ti 
vO 
• ^ 
00 
• CO 
•^ 
CO 
• > * 
• in 
o VO 
OJ 
• 
ro 
tn 
"^ f 
CO 
• 
r-00 
c^  
•^ 
• 
c^  
o VO 
cn 
• 
T-< 
m 
•^ 
CM 
• 
CM 
00 
r^  
n 
• 
as 
"^  
in 
•^  
• 00 
CN 
n 
r-1 
» CM 
''i' 
in 
vO 
• 
•^  CO 
•^  
• 
CTv 
CM 
c 
o 
•H 
-P 
fd 
-rl 
O 
0) 
ft 
Q 
cn 
00 
I 
CD 
CO 
cn 
c 
(TJ 
in 
I 
c 
0) 
0) 
-p 
03 
XI 
fi 
0 
•H 
-P (0 
!-i 
O 
ft 
U 
o 
u 
03 
•U 
iw 
o 
CO 
4J 
M 
O 
ft 
03 
U 
03 
3 
G 
G 
03 
03 
4J 
O 
u 
VM 
-a 
0) 
o 
u 
03 
o 
u 
3 
O 
C/3 
166. 
Table 14 reveals the index of Income and Cost, and 
shows that the total income of the Corporation during 
1988-89 increased to 1101,9 per cent (base year 1974-75= 
100). The various factors of production have also main-
tained an. increasing trend over the years. The expenditure 
on consumption of raw materials and stores and spare parts 
went upto 707,4 per cent and 830,8 per cent respectively 
(over the base year). The index of power and fuel cost 
marked the highest rise over the base year and reached 
1395,4 per cent during 1988-89. And the payment to and 
provisions for employees (i.e. salaries, wages and bonus, 
contribution to provident fund and other funds, workmen 
and staff welfare expenses) has also risen, its index 
reaching 671,3 during 1988-89, Again, the index of inter-
est paid on debentures and term loans went up to 981,0 
during 1988-89 while the lowest interest paid on these 
items was 2.5 per cent during 1977-78, The index of 
depreciation cost (on building, road, plant and machinery, 
office furniture etc) reached 634,4 per cent during 
1988-89, Depreciation cost was minimum during 1975-76, 
being 49,1 per cent vis-ra-vis the base year. As a result, 
the total expenditure on various items of production, 
including those which have not shown in the index of 
income and cost, was always much higher than the total 
income in each year, which shows that the Corporation has 
been suffering losses since its inception. 
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6,12 Working Results of the Corporation (Profit/Loss) 
The Corporation's working results reveal the figures 
of profit earned or loss incurred by it» Now, during the 
period under review, i.e. between 1974-75 and 1988-89, 
which means for fifteen years the total expenditure on 
the production of cement was greater in comparison to 
its income through sales and other sources, at the end 
of each year. Thus the Corporation accumulated huge losses 
due to its inefficient working,The earning capacity in 
terms of profit is the outcome of a conpany's satis-
factory performance and efficient utilisation of available 
resources. These working results in terms of profit (+) 
or Loss (-) at the end of each year between 1974-75 and 
1988-89 are given in Table 15 : 
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Table 15 shows that the working of the Corporation 
was not satisfactory, because it has been in the red vir-
tually every year, except during 1982-83, when the Corpor-
ation earned a net profit of Rs, 808,66 lakhs. However, 
during the remaining years it has suffered net losses. 
The loss increased from Rs, (-)283,24 lakhs during 1974-75, 
to RS, 4166,97 lakhs during 1988-89, which recorded the 
highest amount of loss, the lowest amount of loss incurred 
being i^. 47.59 lakhs during 1976-77, Obsolete and out-
dated manufacturing technology brought such a sorry state 
of affairs in the Corporation and its capacity utilisation 
declined to 44 per cent during 1988-89, as against 59 per 
cent during 1974-75, Rise in depreciation and other lia-
bilities for and inefficient management may be responsible 
for this poor financial performance, Dxiring the last three 
years the cash losses before depreciation etc, were Rs, 9 
crores in 1986-87, Rs, 17 crores in 1987-88 and Rs. 29 
crores in 1988-89, and the net annual losses during these 
years were Rs, 1684,20, Rs, 2579,59 and Rs, 4166.97 lakhs 
respectively. The figure of total losses accumulated by 
the Corporation as shown in the balance sheets were Rs, 
5681.49 in 1986-87, Rs. 8261,08 in 1987-88 and Rs, 12428,05 
lakhs in 1988-89. 
6,13 The Corporation's Profitability Ratios 
Profit is the difference between total revenues and 
total expenses over a period of time. Profit is the ultimate 
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output of a conpany, and business will have no future 
if it fails to generate sufficient profits. Therefore, 
the financial manager should continuously evaluate the 
efficiency of its company in terms of profits. The profi-
tability ratios measure the operating efficiency of the 
company. Besides management of the conroany/ creditors and 
owners are also interested in the profitability of the 
18 firm. The operating efficiency of a firm and the ability 
to ensure adequate return to its shareholders depend ulti-
19 
mately on the profit earned by it« Profitability of a 
business may be measured in two ways : Profitability in 
relation to sales and profitability in relation to invest-
ment. Profitability in relation to sales indicate the 
amovmt of profit per rupee value of sales. If sales do 
not generate sufficient profit, a firm may find it diffi-
cult to cover operating expenses and thus fail to earn 
sufficient profits. Similarly, profitability in relation 
to investment indicates the amoiont of profit per rupee 
invested in assets and if a company is not able to earn a 
satisfactory return on investment, it will not be able to 
pay reasonable return to its investors and the survival of 
20 the company may be threatened. The profitability of 
U.P.S.C.C, in terms of its net profit margin, return on 
investment' and earning per share is discussed below : 
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i) Net Profit Margin 
This ratio establishes a relationship between 
net profits and sales and indicates the management's 
efficiency in manufacturing^ administering and selling 
the products. This ratio is the overall measure of the 
firm's ability to turn each rupee of sales into net 
profit. If the net margin is inadequate the firm will 
21 fail to achieve satisfactory return on owner's equity. 
This ratio measures the overall profitability of a company, 
It indicates a company's capacity to withstand adverse 
economic conditions. A conpany with a high net profit 
ratio is in a better position to meet the condition of 
falling selling prices and rising cost of production. A 
company with a low ratio on the other hand, may not be 
22 
able to withstand such adverse conditions. This ratio 
may be calculated as ; 
Net profit Ratio = ^et Profit after Tax ^ 
Net Sales 
Table 16 reveals the net prof i t r a t i o or net profi t margin 
in the Corporation between 1974-75 and 1988-89 : 
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TABLE - 16 
Net Profit rlargin in the Corporation between 1974-75 
and 1988-89 
S.No, Year Net Profit Margin 
(Profit +/LOSS -) 
1 . 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
il. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
29.2 per cent 
4.4 
3,4 
5.9 
16.6 
20.1 
16.4 
4.5 
14.5 
22.9 
38.8 
7.4 
25.5 
35.1 
47.1 
Source : Compiled from the annual reports of Corooration 
between 1974-75 and 1988-89. 
173. 
It can be seen from Table 16 that profitability of 
U.P.S.C.C. in relation to sales was unsatisfactory during 
the period under review. In 1974-75, there was a net loss 
of Rs. 29,2 on every hundred rupees, which increased to 
47.1 per cent in 1988-89. Also, 1982-83 was the only year, 
when the Corporation earned 14,5 per cent profit on net 
sales. Also the lowest loss in relation to net sales was 
3,4 per cent, recorded in 1976-77. This was due to rise 
in net sales and decline in net loss. However, it may be 
observed from the available facts that on account of 
continuous loss each year, except during 1982-83, the 
Corporation's profitability in relation to sales was in 
negative at the end of each year, 
ii) Return on Investment (RQI) 
Return on Investment occupies a very significant 
position in measuring the overall profitability of a busi-
ness. The return on investment ratio is generally used to 
indicate the return on shareholders' investment. Share-
holders' investment includes both equity and preference 
capital, all reserves (both capital and revenue) and all 
23 
appropriation of profits. This is the ratio of net profit 
to shareholders' fionds and it is calculated as : 
Net Profit after tax Return on Shareholders' Investment = Shareholders' Funds 
The U.P.S.C.C. has incurred losses during most of 
the years between 1974-75 and 1988-89, Therefore the total 
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net loss was divided by Shareholder^ •; funds in order to 
measure the ratio of net loss to share-holders* funds. The 
percentage of net loss to shareholder^' fxinds is given below 
TABLE - 17 
Return on Shareholder ' s Investments in the Corporation 
between 1974-75 and 1988-89 
S.NO, 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Year 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
profit/Loss to Shareholder's 
(+) ( 
(-) 
(-) 
(-) 
(-) 
U) 
(-) 
(-) 
(-) 
(+) 
(-) 
(-) 
(-) 
(-) 
(-) 
C "• J 
-) Investments 
18.9 per cent 
2.8 
1.6 
2.0 " 
5.4 
6.7 
6.6 
1.6 
15.4 
22.6 
38.1 
10.6 
27.4 
40.6 
61.5 
Source : Compiled from annual r e p o r t s of Corporation 
between 1974-75 and 1988-89. 
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Table 17 reveals that there was a negative retuim 
on shareholder's investments on account of accuinulation of 
huge amoxint of losses each year. The percentage of loss 
which was 18,9 to shareholder's investments during 1974-75 
rose to 61.5 in 1988-89. The only year in which the Corpo-
ration has earned profit, was 1982-33, in which year the 
Corporation collected 15.4 per cent net profit on total 
investment. The table also shows that profitability of 
the Corporation eroded over the years, it may be due to 
inefficiency of management. The shareholders did not 
receive dividends mainly because of worsening financial 
position of the Corporation. 
iii) Earning Per Share (EPS) 
Earning per equity share is one of the most commonly 
quoted and most widely pviblished ratio. This ratio measures 
the profitability of the firm on a per share basis. 
Earning per share ratio is calculated as : 
„_„ _ net profit after tax - preference dividend 
no, of equity shares outstanding 
Table 18 shows the earning per share in the Corporation 
for a period of 15 years i.e, between 1974-75 and 1988-89 : 
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TABLE - 18 
Earning Per Share in the Corporation between 1974-75 
and 1988-89 
S.NO, Year EPS (profit +/LOSS -) 
RS. 
( — 
(-
(-
(-
(-
(-
(-
(-
( + 
(-! 
(-, 
{-] 
(-; 
(-; 
(„' 
) 23.1 
) 3.2 
) 1.8 
) 2.2 
) 5.8 
) 6.7 
) 6.6 
) 1.6 
) 15.4 
) 22.7 
38.1 
10.6 
27.4 
40.6 
61.5 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8v 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
Source : Compiled from the annual r epo r t s of the Corooration 
between 1974-75 and 1988-89. 
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Table 18 depicts that during the period under 
review the loss per share increased by Rs. 38,4 i.e. 
from Rs. 23.1, in 1974-75, to Rs. 61.5, in 1988-89, 
despite the increase in equity base of the Corporation 
which went up by Rs, 5548.16 lakhs, i.e., from Rs. 
1225.00, to Rs. 6773.16 during the same period. Des-
pite the huge rise in the amount of equity capital there 
was no indication of positive earning by the Corporation. 
The year 1982-83, was the only year, when the Corporation 
earned a net profit of Rs. 15.4 per share. The lowest 
figure of loss per share, accumulated by the Corporation 
in a particular year was Rs. 1.6, in 1981-82. The nega-
tive earning per share in most of the years may be due 
to rise in expenditures and decline in incomes of the 
Corporation. 
6.14 SximiDary 
At the beginning the authorised capital of the 
Corporation was Rs. 20 crores, divided into 20 lakhs 
equity shares, of Rs. 100 each, whereas the issued, 
subscribed and paid up equity capital was Rs» 12 crores. 
However, by August 1, 1989, the paid up equity capital 
of the Corporation was Rs, 67.73 crores, as against the 
authorised capital of Rs, 80 crores. 
In 1974-75, the Corporation acciimulated a net loss 
of Rs. 283.24 lakhs, which went up to Rs, 4166.97 lakhs 
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in 1988-89, The year 1982-83, was the only year when the 
Corporation earned a net profit of ^s. 808.66 lakhs 
during the period under review. On account of a poor 
capacity utilisation, the profitability of the Corpora-
tion in relation to sales was recorded in negative 
figures, which was (-) 29,2 per cent during 1974-75, and 
fell to (-) 47.1 per cent in 1988-89, profitability in 
relation to shareholders• investment was also in minus 
and it fell from (-) 18,9 per cent to 61,5 per cent bet-
ween 1974-75 and 1988-89. Similarly its earning, per 
share, also dipped up from Rs. (-)23,1 to Rs, (-) 61,5 
during the same period. The major factors responsible 
for the unsatisfactory financial performance of the 
Corporation may be summed up as under : 
- low production 
- inefficient management 
- low incomes and increased expenditure 
- poor capacity utilisation 
- lack of advance financial planning 
179. 
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Chapte r - VII 
ORGANISATIONAL_STRUCTORE_AND^PERSONNEL^ OF 
U.P^S.C.C, 
The p r e s e n t c h a p t e r examines t h e C o r p o r a t i o n ' s 
p e r s o n n e l p o l i c i e s and s e r v i c e c o n d i t i o n s of i t s employ-
e e s , i n c l u d i n g t h e methods of r e c r u i t m e n t , t e r m i n a t i o n 
and r e t i r e m e n t , as a l s o t h e l e a v e f a c i l i t i e s , pay s c a l e s 
and o t h e r a l lowances p e r m i t t e d . The o r g a n i s a t i o n a l s t r u c -
t u r e of U.P .S .C.C. a t t h e Corpora te and u n i t l e v e l s has 
a l s o been discvissed. The c h a p t e r has t h e fo l lowing 
c o n t e n t s : 
7.1 Introduction; 
7.2 Recruitment and Appointment; 
7.3 General Conditions of Recruitment; 
7.4 Classification of Posts; 
7.5 Allowances and other Service Conditions; 
7.6 Leave Facilities; 
7.7 Personnel in the Corporation; 
7.8 En^jloyment of SC/ST etc; 
7.9 Man Power Development; 
7.10 Industrial Relations; 
7.11 Workers Participation; 
7.12.Organisational Structure of the Corporation; 
7,13 Summary, 
References. 
1 8 2 . 
7.1 Introduction 
In a manufacturing industry like cement, efficient 
management plays a crucial role. In today's environment 
the organisation structure and effective personnel poli-
cies play significant role helping the management achieve 
its goals. Organisations formulate their own objectives 
and goals, organisational structuring nay be a loosely 
knit one, where inter-relationships are scarcely discer-
nible (individuals self-grouping according to their needs), 
or, the organisation pattern may be a highly formalised 
one where authority relationships (between the president/ 
or Board of Directors and the operative workers), are 
clearly defined, and a prescribed worker-behaviour is 
expected. The former structure refers to an "informal" 
organisation and the latter, a "formal" organisation. 
Finally, the personnel policies are the principles and 
rules of conduct which "formulate, redefine, break into 
details and decide a number of actions" that govern the 
relationship with enployees in the attainment of the orga-
2 
nisation's objectives, 
7.2 Recruitment and Appointment 
Ofcourse, first and foremost, an organisation has to 
recruit personnel to run its business. In fact, recruitment 
is a crucial ftmction of personnel administration as it 
helps in achieving the organisational goalfe. However, the 
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rules and procedures of the U.P. State Cement Corporation, 
in regard to recruitment and appointment of enployees are 
as vinder : 
1. Creation of Posts 
Subject to such directions as may be issued by the 
Government in this regard, the power to creat posts vests 
with a Board. The Board, from time to time determines the 
nvimber of posts in each area available in the Corporation. 
The Board may also delegate the powers of creating posts 
either to the Chairman, Managing Director or to any other 
Authority. 
2. Appointing Authority 
The Board prescribes the appointing authorities for 
various positions from time to time and also lays down their 
powers in this respect. The responsibilities each position 
carries may also be spelt out. 
3. Source of Recruitment 
Appointment in the Corporation may be made through : 
a) direct recruitment; 
b) promotions of the ernployees after a departmental test, 
or, an interview, or, in any other manner prescribed 
by the Board from time to time; 
c) deputation or enployment on contract basis; 
d) any other source as approved by the Board. 
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4, Selection 
Subject to the provisions of Rule 14 of the Corpora-
tion, the Board may decide from time to time the source 
and procedure of selection to the posts in the Corporation, 
The Selection Committee, duly constituted by the Board may 
draw up a panel of names of candidates, in order of merit 
or preference, and furnish it to a Appointing Authority 
together with its recommendations. Any panel prepared in 
this manner is to remain alive for an year, from the date 
of its finalisation, and in case of vacancy, the Appointing 
Authority may, without calling for fresh applications, 
appoint the candidate/ candidates in the order in which 
their names occur in the panel. The decision of the Board 
is to be final. If a candidate joins in the afternoon, the 
service shall be deemed to have commenced from the next 
following day, 
5, Probation 
An enployee who is given a regular appointment shall 
be on probation for a period of one year from the date of 
joining the post. If a probationer fails to make suffi-
cient use of his opportunities, or, does not otherwise 
give satisfaction, his period of probation may be extended, 
or he may be reverted to the post from which he was promoted, 
6, Termination of Eng)loyment 
Unless otherwise agreed upon in writing by a regular 
enployee . and the Corporation, such enployee may resign from 
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the service of the Corporation, or, his services may be 
terminated by the Appointing Authority or any other autho-
rity enpowered in this behalf, without assigning any reasons< 
giving three months notice, in writing, or, on payment of 
a sum equivalent to the amount of salary for the period of 
notice, or, for the period by which the notice falls short 
of the said period of three months, 
7. Retirement 
An enployee in the Corporation retires at the age 
of 58 years. 
7,3 General Conditions of Recruitmept 
(i) A candidate for recruitment to a post or service 
xinder the Corporation must be a citizen of India or a 
Tibetcui refugee, who came over to India before January 1, 
1962 with the intention of permanently settling in India, 
or, a person of Indian origin who has migrated from Pakis-
tan, Burma, Ceylon, or any of the East African Countries 
of Kenya, Uganda, and the United Republic of Tanzania 
(Tanganayka and Zanjibar) with the intention of perma-
nently settling in India, having a certificate of eligibi-
lity issued by the State Government. 
(ii) A candidate for direct recruitment to a post lander 
the Corporation must not be less than 18 years of age. The 
upper age limit is fixed by the Appointing Authority subject 
to directions, if any, of the Board. 
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(iii) Subject to the directions regarding the procedure 
and source of recruitment of the Board, the Appointing 
Authority will lay dovra the rainimvun essential qualifica-
tions, preferential qualifications and also specific e^e-
rience required for a particular post, 
(iv) No person will be appointed to a post unless he is 
in good mental and bodily health and free from any physical 
defects likely to interfere with the efficient performance 
of his duties. 
(v) No candidate who has more than one spouse living, or 
who has married a man/woman already having a wife/hiosband 
living shall be eligible for appointment to a post under 
the Corporation. Provided that the Appointing Authority 
may, if satisfied that there are special grounds for exenp-
ting any person from the operation of this rules, refer 
the matter to the Board whose decision will be final. 
(vi) Subject to any reservation for candidates belonging 
to Schedule Castes, Schedule Tribes, Backward Classes and 
other categories, if any, all appointments will be made 
in accordance with order the Government may, from time to 
time issue and make applicable through guidelines, or 
4 
directives• 
7.4 Classification of Posts 
The classification of the posts under the Corporation 
for purposes of appointment, control and discipline is as 
187. 
follows : 
i) Officers, 
ii) Supervisors, and 
iii) Others 
The Board may, however, change the classification in 
respect of any particular category/categories of posts. 
The Board may also fix from time to time the nximber of 
posts in all categories and their pay scales, which as 
they stand at present are described below : 
i) The Officers' pay scales in the Corporation were 
at par with the Scales of pay of the Cement Corporation 
of India (A Central public Sector Organisation)• However, 
after revision the pay scale scheme was fixed on the basis 
of their designation ; 
1. Officers Rs, 700-1300 
2. Senior Officers Rs, 1100-1600 
3. Managers Rs. 1500-2000 
4. Joint Senior Managers Rs. 1800-2250 
5. Senior Managers Rs. 2000-2500 
ii) Employees working in the following scales are desi-
gnated Supervisors and their scales are fixed as per Wage 
Board Award for the cement industry : 
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! • Rs, 700-1500 
2 . Rs. 675-1395 
3 . a s . 650-1290 
4 . Rs. 625 -1185 
5 . Rs. 560-860 
iii) There are five categories of other enployees, who are 
working in U.P.S.C.C. These are all permanent employees of 
the Corporation, which include fitters, electricians, 
mechanics, millers and machinery attendants. These enplo-
yees are promoted from category C to B and than to A. The 
peons of the Corporation come ;ander category D, Whereas 
the gardeners, sweepers and labourers belong to category E, 
The following are the pay scales : 
A. Rs, 630-26-1150 
B. Rs. 590-20-990 
C. Rs. 559-13-819 
D. Rs . 533-11-753 
E. Rs, 520-8-680 
Thus the Corporation's posts are classified into 
three broad categories, viz,^ Officers, Supervisors and 
Others. Also, an Officer at the beginning is put in the 
pay scale of Rs, 700-1300, and on promotion is put into 
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the next higher scale, A manager's pay scale in the Cor-
poration is Rs, 1500-2000, whereas the senior manager is 
placed in the scale of Rs. 2000-2500; the last highest pay 
scale among Officers. The enployees working in the pay 
scale of Rs. 700-1500, and Rs. 560-860 are treated as 
supervisors in the Corporation, which incidentally are the 
highest and lowest pay scales of supervisors. The third 
broad category is that of other enployees. In this category 
the enployees of the Corporation are classified into three 
groups, viz., A to C and then D and E. The C to A groups 
include electricians, fitters, mechanics and machine 
attendants who get pay scales from Rs. 559-13-819 to Rs. 
630-26-1150, according to their work and designation. The 
D category is that of peons who are placed in the pay 
scale of Rs. 533-11-753, Finally, gardeners, sweepers and 
labourers belong to category E, and they are given the pay 
scale of Rs. 520-8-680, 
7,5 Allowances and Other Service Conditions 
1. pay on Recruitment 
An employee directly recruited shall draw the pay 
and allowances applicable to a post. Provided that in 
deserving cases a higher start may be allowed by the Com-
petent Authority, empowered in this behalf. In case of 
employees on deputation from either Government or other 
einployers the terms and conditions will be as agreed 
between the Corporation and the lending enployer, and, in 
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case of enployees on contract, the fixation of pay will 
be in accordance with the conditions of contract between 
the Corporation and the enployee concerned, 
2. Annual Increment 
An annual increment may be allowed to an en^ jloyee 
in accordance with the rules, and at the rate, shown in 
the pay scale of the concerned enployee. In case, an 
employee's probation is extended on account of failure to 
give satisfaction, the extention period shall not count 
for increment, unless the appointing authority directs 
otherwise. Provided that no arrears for the period of ex-
tended probation shall be payable. An enployee who has 
remained off duty on account of extraordinary leave, study 
leave, or, any other similar leave, the date of increment 
will correspondingly be shifted, and the period of such 
leave shall not be counted for the purpose of increment. 
In order to reward an enployee for excellent performance, 
and to motivate him for continuous excellent performance, 
the Board may grant premature increments subject to a 
maximum of three to an enployee, in the time scale of pay. 
The Board will not delegate the exercise of this power to 
any authority. 
3. Deamess and other Allowances 
The Board may, subject to the guidelines issued by 
Govexmment from time to time, decide the rate and amount 
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of deamess allowance admissible to the different classes 
and ca.tegories of employees, as well as other allowances 
and amenities, e.g»# city conpensatory allowance, house rent 
allowance, conveyance allowance and medical facilities. The 
power to decide various allowances vest in the hands of 
the Board only. 
4. Bonus Gratuity and provident Fund 
payment of bonus to the enployees, wherever admi-
ssible, will be regulated by the provisions of the Bonus 
Act, 1965, and also by the decisions of the Board taken 
from time to time, or, by the directives or guidelines 
issued by the Government from time to time. Employees co-
vered by the payment of Gratuity Act, 1972 will be paid 
gratuity according to the provisions of the Act, ?or enplo-
yees who are not covered by the Act, payment of gratuity, 
if any, will be regulated by the decisions of the Board, 
taken from time to time, within the limitations of the 
applicable general directions/guidelJLnes as issued by 
the State Government on this behalf. 
Also every employee will become a member of and 
will subscribe to the Enployees Provident F\Hid in accor-
dance with the latest applicable provisions of U.P. State 
Cement Corporation Employees Provident Fund Rules, The 
Corporation rules allow an ennployee provident fund and not 
pension, when he retires. At present 8,33 per cent of the 
errployee's pay is deducted each month as provident fund. 
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to which an equal amount is added each time, as the 
employer's contribution, 
7.6 Leave Facilities 
The Corporation gives the following leave facili-
7 
ties to its employees ; 
1. Leave in the Corporation can not be claimed as of right. 
When the exigencies of the service so require ., dis-
cretion to ref\ise or revoke leave of any discription is 
reserved with the authority empowered to grant it. Also, 
leave is earned because of duty done, wilful absence 
from duty after the expiry of leave may be treated as 
misconduct. 
2. An enployee of the Corporation on leave can not do any 
service, or, accept any enployment without obtaining the 
previous sanction of the Competent Authority. 
3. All orders recalling an enployee to duty, before the 
expiry of his leave, should state whether the return to 
duty is optional or corrpulsory. If it is compulsory, he 
is entitled to be treated as on duty from the date on 
which he starts for the station to which he is ordered, 
and to draw travelling allowance under rules made in this 
behalf by the Board for the jourtiey, but, until he 
joins his post he will draw leave salary only. 
4. An enployee will be entitled to casual leave not exc-
eeding 14 days in a calender year, and not more than 
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6 days at any one time, provided that, if an enployee 
joins the service of the Corporation during the currency 
of the calender year, the sanctioning authority may, at 
its discretion, grant casual leave proportionately. 
Casual leave will not be linked any other leave and will 
lapse with the close of the calender year. 
5. Study leave raay be granted by the Board, to an enployee, 
for the purpose of undertaking studies of a specialised 
nature, or, to undergo special training, in, or out-side 
India, in case where such training will be beneficial 
and useful to the Corporation when the enployee returns 
after the study leave. 
6. When no other leave is admissible under the rules, 
extraordinary leave, ordinarily not exceeding 90 days 
on any one occasion, and not exceeding 180 days during 
the entire period of service, may be granted to an enp-
loyee, by the authority empowered in this behalf, 
7. Maternity leave may be granted to a female employee, 
other than employee on contract, by the Competent Autho-
rity on full pay which was being drawing on the date of 
proceeding on such leave for a period which may extended 
(i) in case of confinement, upto the end of three months 
from the date of commencement of the leave; 
(ii) in case of miscarriage, including abortion, upto 
a total period of six weeks on each occasion, provided 
the application for leave is supported by a certificate 
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from an authorised medical practitioner. Provided that 
such leave will not be granted for more than three times 
during the entire service, including tenporary service. 
8. In exceptional circumstances leave salary may be granted 
in advance, but no such advance will allowed to an 
employee who has not coirpleted his probationary period 
satisfactorily. Also, no advance will be granted when 
the leave taken in for less than a month (30 days). The 
amount of the advance will be restricted to the net 
amount of leave salary which is admissible to the enployee 
after deductions on account of income-tax, contributory 
provident fxond and repayment of any other outstanding 
advance. ?or calculating leave salary advance, no 
allowances, other than deamess allowances, will be taken 
into account. 
7.7 Personnel in the Corporation 
The total number of regular employees in the U.P. 
State Cement Corporation, as on 31.3.1989, was 4,515 as 
compared to 4,546 in the previous year. A number of casual/ 
daily-rated enployees were also enployed from time to time. 
Now, despite such a huge manpower, the working of the 
Corporation was not satisfactory. Some major and possible 
factors responsible for poor production performance had 
been lack of conpetent technical and professional hands 
and non-existence of cer-tain vital discipline in the 
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Corporation, Therefore, in order to attract suitable 
personnel to the Corporation, the Government of Uttar 
Pradesh in 1985-86, decided that the pay scale of employees 
not covered under Wage Board of the Corporation, were to 
be at par with pay scales in the Cement Corporation of 
Q 
India (A Government of India E n t e r p r i s e ) . 
7 ,8 Einployioent of S,C«/S,T> e t c . 
Corporat ion 's personnel belonging to the S .C. /S .T , / 
Ex-Seryicemen/Physically Handicapped/and Dependents of 
Freedom f igh te r s category, as on t4arch 31, 1989, stood 
as follows : 
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Table 1 shows that the enployees of schedule 
castes in category A, 3 and C were foxind less than their 
reserved quota of 15 per cent. They were less than even 
2 per cent in category A, 10.4 per cent in category B 
and C, and 24.8 per cent in category D, Employees belon-
ging to schedule tribes, were found nil in the list of 
ernployees in the Corporation, as on iJlarch 31, 1989. The 
number of ex-servicemen or their dependents was 2 in 
category A, 39 in B and C and 54 in category 3. Physically 
handicapped numbered 1 in 3 and C, and 2 in D category. 
The dependents of freedom fighters were 7 in category B 
and C. The number of en^loyees of schedule castes, sche-
dule tribes could not be improved during this period. This 
may be because the Corporation needed trained and technical 
hands, and such people were rarely available from these 
categories. However, all possible efforts to recruit them 
at the time of selection were made, and other candidates 
were taken only when suitable candidates were not avai-
lable from these categories. 
7.9 Man Power Development 
Every organisation needs to have well-trained and 
experienced people. In a rapidly changing society, enployee 
training and development programmes are essential for an 
organisation to maintain a viable and knowledgeable work-
force. Training is short-terra process, utilising a sys-
tematic and organised skills for a definite purpose. 
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However, development is a long-term educational process, 
utilising a systematic and organised procedure by which 
managerial personnel learn conceptual and theoretical 
9 
knowledge for general purposes. Therefore, in order to 
raise productivity in a manufacturing industry like cement, 
employee training and development is necessary for techno-
logical advancement. Despite its poor performance, the 
Corporation gave special emphasis to the training and deve-
lopment aspect of its enployees to keep their abreast of 
latest developments and equip them to discharge their 
responsibilities more effectively. Thus, a number of 
employees were sponsored in training programmes/seminars 
organised by CRI (Cement Research Institute), CMA (Cement 
lianufacturers Association) and other National Institutes, 
Appreciating their need and utility, the Corporation pro-
poses to creat a separate cell for organising in-plant-
training-programmes, and also to enlarge and systemati-
cally expose employees to executive development programmes 
10 
m a big way, 
7,10 Industrial Relations 
Industrial relations is concerned with manpower 
management at an enterprise, and is closely linked to 
personnel management. Effective personnel policy facili-
tates healthy labour management relations which ultimately 
result in the effective and economic use of manpower 
employed in the industry. As a matter of fact the process 
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of industrial relations aims at ensuring the workers" 
maximum involvement to achieve the corporate objectives 
so as to yield maximum results. Manpower at an enterprise 
can broadly be classified as management and workers, or 
employers and employees. Industrial relations are rela-
tions within the industry, mainly between management and 
workers, where trade unions play an important role. There-
fore, the main function of industrial relations is to 
establish cordial relations between the management and the 
workers. Industrial relations were cordial hy and large 
in all the three units of the Corporation, during the 
period under review, A continuous dialogue was maintained 
with the worker unions to resolve amicably the various issues 
from time to time. 
To maintain a healthy atmosphere, the Corporation 
provides various welfare amenities to its enployees in 
addition to statutory obligations and facilities that are 
to be provided xinder the V/age Board Award. The Corporation 
runs hospitals in all its three xmits with modem equip-
ments and necessary facilities. In addition one Aurvedic 
Doctor has also been engaged. The Corporation also maintains 
seven primary and two montessory schools, apart from one 
high school and three intermediate colleges. Also, the 
Corporation provides gur, oil, soap and uniform to its 
workers in factories and quarries. Those doing night duty 
get tea, free of cost. Those working at heated and dusty 
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places get heat and dust allowance. There are well-
4aialntained canteens both at the factory and quarry levels. 
The Corporation also provides facilities for transporta-
tion, to the workers to reach their place of work in time 
12 
and to the children of eoployees to go to school. 
7.11 Workers Participation 
It refers to industrial democracy at work and 
pre-supposes total involvement of workers in decision 
making for achieving organisational goals. Industrial 
policy resolution of India has also stated that "in a 
socialist democracy, labour is a partner in the common 
task of development and should participate in it.i with 
13 
enthusiam. Therefore, over the years, the management of 
the Corporation has attached great inportance to workers' 
involvement in pursuance of which their representatives 
continue to be associated in various welfare committees 
that over see workers• welfare including sports and 
canteens• 
In order to ensure effective workers• participa-
tion in decision making a scheme of "Workers Participation 
shop 
in Industry" at enterprise and/£loor level, was announced 
by the Government, on October 30, 1975, According to this 
scheme every industrial unit employing more than 500 
employees was required to constitute a shop council for 
each department, one coiancil for more than one department 
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or shop, depending on the stxength of enqployees working 
in different departments or shops. The function of the 
coiincil would be to increase production, productivity, and 
overall efficiency of the shop or department, and help 
the management achieve monthly/yearly production targets. 
In addition, to the shop council, joint coxmcils were 
also recommended, to make the participation scheme more 
effective, A joint council was prescribed for every indus-
trial unit employing 500 or more employees, and the under-
taking as a whole was to be governed more or less in the 
same manner as a shope council* Thejoint coxmcil deals 
with matters relating to : 1. optimum production, effi-
ciency and fixation of productivity norms of man and 
machine for the unit as a whole; 2, fxinctions of a shop 
coimcil which have a bearing on another shop or the unit 
as a whole; and 3. matters emanating from shop councils 
14 
which have remained unsolved. These shop councils and 
joint councils are fvinctioning successfully in the Corpo-
ration, The management sees to it that the concerned 
committees contribute more effectively to ixiprove both 
production and productivity and reduce down time and 
rejection, 
7,12 Organisational Structure of Corporation 
"Organisation" is a group of people working toge-
ther co-operatively, xinder 'authority' to achieve goals 
and objectives that mutually benefit the participants and 
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the organisation. Kossen states that an organisation is 
a group of individuals, coordinated into different levels 
of authority, and segments of specialisation, for the pur-
pose of achieving the goals and objectives of the organi-
sation« However, this structure should be planned jxidi-
ciously in order to accomplish the task through individuals. 
The degree of specialisation, which provides expert know-
ledge to individuais in their respective fields, is also 
one of the significant considerations in structuring an 
organisation. Delegation of authority is also an inportant 
concept and helps consolidate the structure of the organi-
sation. Delegation of authority is the delivery by one 
individual to another of the right to act, to take deci-
sions, requisition resources, direct others to act and 
perform other tasks in order to fulfil job responsibili-
17 
ties. A proper span of supervision, and a good communi-
cation channel between sxibordinates and the top authority 
are also in?>ortant constituents in a formal organisational 
set-up. To achieve its organisational goals, the Corpora-
tion has designed the following structure : 
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In organisation the top management is the Board of 
Directors, and it is elected by its share-holders. It 
determines the overall policy of an organisation as well 
as the broad directions. During 1988-89, there were 18 
members in the Corporation's Board of Directors. According 
to company rules the number of Directors should not be less 
than 3. The Governor of U.P. appoints one-third of the 
total number of Directors of the Corporation and is also 
authorised to remove from office, all, or, any of the 
persons so appointed, and, on removal, retirement, or 
death, to appoint any person, or, persons, to fill the 
vacancies. Such Directors will not retire by rotation. 
Unless otherwise determined by the Conpany at a general 
meeting, the qualification of a Director will be the holding, 
in his own name, or, jointly with any person, whether bene-
ficially or as a trustee for any Company, or person, or 
otherwise at least 3 sharesof the nominal value of Rs, 100 
each, in the share capital of the Conpany. Provided that a 
person/persons appointed by the Governor of U.P, as a 
Director(s), need not hold shares in the Conpany. A Direc-
tor may act even before acquiring such qualification shares, 
but will have to acquire the same with in two months of 
his appointment as Director. 
Also, if any investment and finance Corporation like 
the Industrial Finance Corporation of India, Industrial 
Credit and Investment Corporation of India, or, any other 
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Central or State Financial Institute advances loans to the 
Company then it is entitled to nominate a member or members 
to Corporation's Board of Directors. Dxiring 1988-89, there 
were two nominated Directors, one each from the IFCI and 
the IDBI. Such Directors are not required to obtain any 
qualification share, and are neither governed by the retire-
ment. Not less than two-thirds of total number of Directors 
will retire by rotation. At every annual general meeting 
of the Corporation, one third of such Directors for the 
time being, are liable to retire by rotation, or, if 
their number is not three, or, a multiple of three, then, 
the number nearest to one third, will retire from office. 
A retiring Director will be eligible for re-election. Accor-
ding to Corporation rules, the Board will meet to despatch 
business at least once in every three calender months, and, 
at least four such meetings will be held during any calen-
der year. 
The Board of the Corporation, from time to time, with 
the concurrence of the Governor of U.P, appoints any of the 
Directors to be the Chairman, or, the same Director as its 
Chairman-cxim-Managing Director. Subject to the provisions 
of the Conpanies Act and control and direction of the 
Board, the Chairman may exercise such powers and carry out 
such duties as may be conferred, or, inposed upon him by 
a resolution, or, resolutions of the Board passed in that 
behalf. The next position in the structure of the 
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organisation is Executive Director, Of both these posts, 
i.e., Chainnan-ciom-Managing Director and Executive Director, 
only senior I.A.S. officers are to be the encumbents. 
Other senior executives include the Director (Finance), 
who oversees the use and control of money, and advises the 
CMD on financial matters. From Senior Manager (Finance) down 
to the Accounts Officer are his subordinates, who provide 
)cnowledge on financial aspects. The Director (Technical) 
just tours all the three units of the Corporation and gives 
technical advice to these units. The Director (Technical) 
works on contractual basis in the Corporation. Further, the 
Office of the Director (Marketing) is located at Lucknow. 
It is branch office of the Corporation, and is also visited 
by the Chairman-cum-Managing Director, From the Joint Senior 
Manager (Marketing) down to Sales Officer are the subor-
dinates of the Director (Marketing) who help him in for-
mulating the marketing strategy to raise the market share. 
Next, Joint Senior Manager looks into the matter of perso-
nnel and industrial relations of the Corporation, The Senior 
Personnel Officer and the Personnel Officer are his sub-
ordinates who help him implement the personnel policy and 
maintain industrial relations with in the organisation. 
Also, the Joint Senior Manager (Material), with the help 
of the Purchase Officer arranges raw materials consumed in 
the Corporation, Finally the Legal Officer looks after all 
the legal matters relating to the Corporation, the Manager 
(1^) supervises its management services. 
The organisational structure of a unit in the 
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The U.P. State Cement Corporation Ltd, has three 
units^ i.e. one each at Churk, Chunar and Dalla, and each 
unit is controlled by a General Manager. At present all 
three units have technical General Managers who work under 
the supecvlsiDn of Chairman-curo-Managing Director of the 
Corporation. At present, Mr, N.M. Majuradar, an I.A.S. 
Officer on deputation from the Government is CBD. Previously 
he was with. National Oil Seeds and Vegetable Oil Develop-
ment Board, New Delhi as Executive Director. 
The Senior Manager (production), Manager (Finance), 
Manager (Material), Manager (Personnel and industrial 
relation), and Senior Sales Officer, and also the Senior 
Administrative Officer, Security Officer and Itedical Offi-
cer of a unit are all directly under the General Manager 
of that unit. These Senior Managers and Officers are assi-
sted by their respective subordinates in order to achieve 
the organisational goals like production of cement at 
reasonable cost and adopt marketing strategies for enlar-
ging the sales activities. 
To strengthen the organisational structure of the 
Corporation, various systems and procedures are being laid 
down for more effective control, and to ensure quick and 
efficient operation. To ensure involvement and a sense of 
participation:- among various categories of employees, 
regular staff meetings of officers at Corporate level, and 
shop and joint council meetings at Plant level are held. 
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To keep abreast of latest trends and techniques, parti-
cularly in the rapidly developing cement industry and 
allied management services, executives and oagineers of 
18 the Corporation are trained at several National Institutes. 
7.13 Summary 
In the U.P. State Cement Corporation Ltd., the top 
managing authority is the Board of Directors, whereas the 
Chairraan-cura-Managing Director appointed by this Board rvins 
the Conpany. The three General Managers at Churk, Chunar, 
and Da11a cement factories work under the direction of the 
Chairman-cum-Managing Director. There were 4,515 regular 
employees in the Corporation as on 31.3,1989, which were 
recruited from all over India. Various executives' develop-
ment programmes were also organised by the Corporation at 
different National Institutes to train and strengthen the 
Organisation. To inclement the scheme of workers participa-
tion in management the shop coxincil and joint council are 
functioning successfully in the Corporation. To maintain 
a healthy atmosphere various welfare facilities were 
provided to the enployees, in addition to the statutory 
obligations and facilities, under Wage Board Award. Indus-
trial relations in the Corporation by and large were cordial 
and harmonious. 
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Chapter - VTII 
PROBLEM_^AREAS_IN_U^P^S^C . C . 
The purpose of this chapter is to discuss the 
various problems confronting the U.p. State Cement 
Corporation Ltd, since its inception. Related social 
problems have also been analysed in the present study. 
The contents of this chapter are as follows : 
8.1 Introduction; 
8.2 Technological Constraints; 
8.3 infrastructural Constraints; 
8.4 Irrational Price Policy; 
8.5 Lack of Finance; 
8.6 Environmental problems; 
8.7 Summary, 
References, 
213. 
8.1 Introduction 
The U.P. State Cement Corporation which was esta-
blished in April 1, 1972 is 20 years old. Its working 
was adversely affected due to low production and poor 
capacity utilisation. Although the production of cement 
rose from 7.12 lakh.> tonnes, in 1972-73, to 11,34 lakh 
tonnes, in 1988-89, but, this increase was mainly because 
of the rise in installed capacity of the Corporation which 
increased from 8.80 lakh tonnes, to 25.60 lakh tonnes 
during the same period. However, despite the increase in 
installed capacity, the capacity utilisation declined 
over the years, falling to 44 per cent in 1988-89, as 
compared to 80 per cent in 1972-73. This tardy rate of 
growth resulted in huge losses for the Corporation, which 
were Rs, 4166.97 lakhs in 1988-89 as conpared to only Rs. 
348.16 lakhs in 1972-73. There were various reasons behind 
this decline^such as obsolete and outdated machinery used 
in the two units at Churk and Balla, as also the technolo-
gical constraints, inadequate finances, infrastructural 
deficiencies, and the Government's uneconomic policies. 
Production was also adversely affected by the heavy exodus 
of its technical and professional staff. 
In view of the deteriorating production performance 
of the Corporation management took a number of steps to 
increase production in all the three units. These included 
productivity enhancement programme by the CRI, as also the 
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rectification of technical defects and improvement in 
operational methods, as per the advice of manufacturers 
and technical experts on its Board. Consultants were en-
gaged to draw preventive maintenance schedules for the 
Corporation so as to save on down time. However, the 
Corporation could not make much head way due to stagnation 
in production and productivity. The following are the major 
constraints affecting the working of the Corporation : 
8.2 Technological Constraints 
Churk cement plant is one of the oldest \anits in 
the Corporation, and is based on 4 wet process kilns, 
which are not only very old but even outdated. Obsolete 
machinery and spare parts have caused the capacity of the 
plant to decline. Coal and power consun5)tion rises high 
and is faster. Actually these kilns require super quality 
coal which is very rarely available. The increased consum-
ption raises the cost of production. The Corporation drew 
up a plan to rehabilitate and imodemize its Churk unit and 
also partially mechanize its ghurma quarry. However this 
plan is yet to be implemented. In 1981-82, it was decided 
that all the 4 wet process kilns of 1200 TPD at the Churk 
unit be replaced by a single dry process kiln of 1400 TPD 
at an estimated investment of Rs. 23 crores. However, the 
decision was not inplemented. Now, the plan is to instal 
a single dry process kiln of 1500 TPD with the pre-calci-
nator technique. Its estimated cost will be about Rs. 45.50 
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crores, i/i/S Development Consultants Private Ltd. of 
Calcutta were appointed as a consultants for the project 
and the main work of the project was to commence from 
2 
1989-90. It needs to be emphasized here that the coun-
try's old cement plants which operate with small kilns, 
the number of workers employed is between 3000 and 5000 
for an annual production of one million tonne. The coun-
try's new dry process plants employ around 500 and 700 
in a million tonne plant, while this figure stands between 
100 and 200 in a similar plant in the developed countries 
3 
of Exirope, the U.S.A. and Japan. 
Earlier, it was suggested that the capacity of the 
newly installed dry process plant at Dalla (Kajarhat 
Chuirar Cement Project) should be increased by adding pre-
calcinators. Subsequently, the wet process kilns at Dalla 
was also considered for modernisation. iVs National Indus-
trial Development Corporation (NIDC), New Delhi, was asked 
to study various alternatives in both dry and wet process 
kilns, to help assess the investment involved. NIDC was 
of the view that the establishment of pre-calcinators in 
dry-process kilns, would raise the capacity to 1800 TPD 
but recommended at the same time that the wet process kiln 
should be closed down. The proposal of NIDC are being 
studied by the Board. In 1981-82, a scheme to instal pre-
calcinators at the Kajrahat (Dalla) kilns of K.C.C.P, was 
made at an estimated investment of ^s, 9,6 crores, and -.. 
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this scheme was to be inplemented as soon as the produc-
4 tion at K.C.C.P., Dalla was established. That in^ jlemen-
tation is still not done. Pre-calcinators would have 
reduced coal power consunption, allowing even the use of 
lower quality coal available in nearer quarries. And this 
is how a precalcinator operates : 
The fuel is introduced in a special chamber at the 
bottom which helps a higher degree of calcination. This 
process has two distinct advantages. Firstly, calcination 
being nearly complete, the calcined material entering the 
kiln requires less fuel to be fired in the kiln. The redu-
ced use of fuel automatically lowers the thermal loading 
of the kiln and consequently the total gas volume passing 
through it. Thus, for the reduced gas volume, a smaller 
kiln is enough. Secondly, because of lower loading, refra-
ctory life in the kiln is extended. The kiln operation 
also becomes easier and steadier, giving a sustained out-
put over longer periods. 
The management was concerned at the declining level 
of production performance of the Corporation. Consequently 
the Board in consultation with technical directors is 
considering to take some short term as well as long term 
measures to stabliBe and ixiprove production, particularly 
in K.C.C.P. upon which the futxire of Corporation depends. 
The technical directors visited plants, to discxiss various 
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constraints with operating staff and issued detailed 
instructions for the removal of constraints and for mea-
sures to inprove the production performance of the Cor-
poration. Needless to emphasize that only proper planning, 
operational efficiency, and timely and sustained efforts 
could bring about the desired inprovement. 
Also UNIDO has offered foreign technical assistance 
for optimisation of production in U.P.S.C.C. However, the 
policy of inviting foreign expert consultancy, is under 
review. 
The management of the Corporation has initiated a 
number of steps to improve the Corporation's operational 
efficiency and profitability. These measures are directed 
towards inproving capacity utilisation and reduction in 
cost of production. Some of the steps being taken by the 
management are briefly described below : 
1, Preventive l<!aintenance Scheme, has been introduced and 
is being closely monitered at unit level, which will, it 
is hoped reduce break down hours and improve TPH. 
2. One of the major constraints in production has been 
lack of continuous limestone feed to the kilns. Required 
shovels and other equipment have been obtained and the 
Hining Department has also been strengthen. This will 
enable better mine planning development and open new 
benches. It will also enable the mines to provide adequate 
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uniform raw mix, and thus stabilize production and inprove 
clinker quality, 
3. The report of li/S Tata Consultancy Services on Materials 
Management and Inventory Control has been put to iii?>leinen-
tation. This will rationalise stores and purchase management 
and its accounting, as also the compilation of vendor's 
directory and codification of inventory. This will ensure 
procurement and timely supply of the right type of material 
and stores and spares required for plant maintenance and 
production. 
4. Studies are being carried out to reduce cost of produc-
tion and to bring down the consumption level of key inputs 
as per industry norms. 
5. Despite the constraints of an obsolete and a rela-
tively more energy consuming wet process technology at 
the plants at Churk and Dalla, steps have been taken to 
bring down the energy consumption. 
The Chxirk plant of the Corporation has womout 
machinery and works on old wet process technology. The 
limestone deposits at Ghurma quarry are marginal and its 
coal has 35 per cent ash. In view of this, it is felt that 
the loss for operating this plant is obvious. The Board 
therefore suggested that in the interest of the Corpora-
tion, the Churk cement factory may be closed down. However, 
if for socio-economic reasons. Government desires to run 
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the xrnit for some more time, without modernisation, the 
budgetory support should be provided to meet the heavy 
cash losses for minning this plant and also funds to meet 
immediate minimum capital expenditure needed to run this 
plant. Similarly, the Board was of the opinion that in 
the Dalla plant no modernisation scheme should be taken 
up unless production at K.C.C.P. stabilises and the finan-
cial status of the Corporation improves. However discu-
ssions at the level of Govemment indicated that all moder-
nisation schemes could only be included in the Eighth Plan. 
Meanwhile the Corporation should concentrate on short 
term measures to inprove capacity utilisation and pro-
ductivity. ^  
8.3 Infrastructural Constraints 
The steady growth of cement industry depends upon 
three most inportant segments of infrastructure, viz.. 
Power, Coal and Rail Transport. These infrastructural 
facilities were inadequate in relation to the Corporation's 
requirements. Infact, acute power and coal shortage were 
major hurdles, affecting production of cement at the Cor-
poration, which had to face severe power cuts both sche-
duled and unscheduled. During 1978-79, the U.P.S.E.B. had 
imposed a cut of 25 per cent of the contracted demand. The 
actual supply of power was worse, because of prolonged 
and frequent unscheduled power cuts, load sheddings and 
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rosterings. As a result any planned or phased out produc-
tion became very difficult. Again, during 1983-84, produc-
tion in the Corporation was adversely affected because of 
power cuts inposed after the fire incident at Obra, Also, 
the U.P.S.E.B, imposed a 33.3 per cent power cut, but due 
to the peculiarity of operation at the cement plants, the 
effective power cut was actxially more than 50 per cent. In 
July and August, 1987-88, there was a hundred per cent 
power cut, and in 1988-89 also, there were frequent inter-
ruptions and voltage fluctuations which had hampered the 
production of cement in the Corporation, 
In order to tackle the problem of power cuts, the 
Government encouraged the industry to set up captive power 
plants so that at least 40 per cent of the power require-
ments are met by captive generation, both diesel and ther-
mal. However, the power generated by the captive sets is 
very expensive and it only becomes economical if conce-
7 
ssions are provided, in June 4, 1985 the Government granted 
some relief to cement producers for use of captive diesel 
power, by way of reduction in levy quota, at the revised 
rate of 26 per cent of production for power generated from 
D.G. sets. The concession was given by way of compensation 
for the additional cost incurred by cement producers for 
generating and using diesel power as against power purchased 
from state Electricity Boards. Since the relief granted 
by the Government was inadequate, the Cement I'januf actures' 
221. 
Association made a representation on March 13, 1986, to 
the Development Commissioner to increase the relief in 
levy quota for the use of captive diesel power, in view 
of the fact the cost of power generators with diesel oil 
p 
had gone up due to a hike in the price of diesel oil. 
Since costly power produces a costly product, this costly 
product automatically affects the profitability of a com-
pany. Consequently the U.P.S.C.C, did not establish the 
captive diesel power plant during the said period. 
Coal is most essential both as raw material and as 
a source of power, for manufacturing cement, in recent past 
quality of coal had deteriorated quite markedly. In the 
words of N,A. Palkhiwala, "the greatest road block to the 
development of the cement indvistry is the erratic supply 
of coal and electricity not to speak of the deplorable 
low quality of coal. The ash content of Indian coal can be 
as high as 40 per cent. Coal and electricity which are so 
crucial for the well-being of the cement industry are almost 
entirely in the public sector. Today, there is a man made 
shortage of both our electricity plants in the public sec-
tor work at no more than 47 per cent of their installed 
capacity, while the coal-fields are working for less effi-
9 
ciently than they did before they were nationalised". 
The deteriorating quality of coal, its irregular supply, 
and the continuous rise both in its price and its freight charges 
were among the major hurdles and were a great drag on the 
cost of production of cement in the Corporation. 
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Rail transport plays a significant role in the 
development of an industrial sector of economy and the 
Corporation had to face transport bottlenecks too. Wagon 
shortages disrupted the movement of cement from the Cor-
poration to ultimate consumers. In fact, the Corporation 
used road transport at higher freight cost, to help the 
manufactured product reach its destination. This extra 
cost also imposed additional burden upon the manufacturer, 
beside affecting the cost structure of cement, 
8.4 irrational Price Policy 
From its very inception, the Corporation's product 
was subject to severe pricing controls which had affected 
its performance and steady growth. A survey revealed that 
the cement industry was receiving less than half (around 
40 per cent) of the price paid by the consumer for its 
product, an amount far too insufficient for a competitive 
return as also for the accumulation of funds for the Cor-
poration's expansion and renovation. But then, after a 
long wait, a more liberal policy was announced, permitting 
a partial decontrol under which the distribution of cement 
was made on priority and non-priority^, basis, i.e. there 
was a quota (sale of cement under control of Government) 
and a non-levy quota (free sale of cement in the market). 
Distributing of cement on a priority and noh priority basis 
also proved harmful for it encouraged black marketing 
and stiff competition. 
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The policy of partial decontrol too did not produce 
better results on account of the rise in cost of production 
and higher capital cost per tonne of annual capacity, as 
also the low realisation from levy and non-levy cement. 
Manufacturing cost kept mounting all the time even for the 
efficient units because of an increase in major input costs 
including the rise in the price of coal as well as the 
railway freight on coal« power and wages, as well as the 
levy of heavier royalties by the State Government. Added to 
this was the small hike in retention prices (Payable to 
producer for levy cement). Between the periods of partial 
decontrol and total decontrol (i.e.* between 1982-83 and 
1988-89) the cost of production went up substantially. 
According to an estimate the power tariff increased by 
152 per cent; between the said period followed by railway 
freight on coal 142 per cent; the average price of coal 
increased by 120 per cent and freight on cement 85 per cent; 
wages 79 per cent packing charges 77 per cent and excise duty 
68 per cent. However, the retention price during this 
period increased only by about 32 per cent. The manufac-
turing cost also rose because the royalty the State Govern-
ment inposed was high. Again, limestone input costs around 
Rs, 35. Of this, Rs, 20 is for royalty, cess etc., which 
too :kept rising because of the Government's budgetary pro-
visions. In all royalty, cess etc, accounts for more than 
50 per cent of limestone costs. 
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The reduction in levy obligation granted by the 
Government, from time to time, failed to make the desired 
impact, as the prices of non-levy cement declined in most 
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markets cement being in abundant supply. At the beginning 
of 1982, the non levy retail price of ceii^ nt was Rs. 60 per 
bag of 50 kgs. At the beginning of 1989 this cement was 
available in most markets at about Rs, 70/72 per bag, which 
after seven years was very small, for the manufacturing cost 
too was higher. And therefore, the dual pricing policy too 
did not help the Corporation improve its profitability due 
to losses sustained on the disposal of levy cement and a 
dwindling margin from non levy cement. Thus, the steady 
rise in cost of production made J.R. 3irla (the President 
of CMA), point out that owing to the unreasonably low price 
of levy cement and the dwindling margin from the sale of 
non levy cement, the gross profit per tonne of cement, 
after interest has steadily fallen from Rs. 120 in 1982-83 
to as. 85 in 1983-84, and Rs. 60 in 1984-85 touching a new 
low of less than Rs, 50 in 1985-86. During 1986-87, profits 
eroded so much so that most of the units, barring a few 
13 
were unable to cover even depreciation costs. Thus, a 
huge rise in the cost of production, continuous increment 
in excise duty, and low return of retention price per tonne 
have together adversely affected profitability in the 
Corporation. 
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8,5 Lack of Finance 
Finance plays a key role in any business under-
taking. An inadequate supply of finance means the functions 
unsatisfactorily. The Corporation being a public sector 
undertaking had twin objectives, earning profits and also 
serving society. To achieve socio-economic objectives there 
was need of huge finances. In practice however, equity 
capital of the Corporation increased at a high rate, stan-
ding at Rs. 67,73 crores in 1989, when in 1972 it was only 
Rs, 12 crores. However this proved insufficient and could 
not cope with the growing demands of the Corporation. This 
made term loans necessary and various financial institu-
tions and conmercial banks were approached for this, but 
despite that financial position of the Corporation just 
could not be improve. These loans amounted to Rs. 86.60 
crores during 1988-89 as against Rs. 77,72 crores in the 
previous year. The Industrial Development Bank of India, 
Industrial Finance Corporation of India, Life Insurance 
Corporation of India, State Bank of India and Allahabad 
Bank had advanced these loans. The amount specified inclu-
ded the interest on the loans taken. Terra loans were also 
secured from the State Government under subsidised Industrial 
Housing Scheme; in 1988-89, the loan amount was Rs. 6.31 
lakhs and in 1987-88 Rs. 6.86 lakhs. The continuous rise 
in current liabilities over current assets, made the 
Corporation secure working capital loans from State Bank 
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of India and Allahabad Bank, The loan secured was Rs 4,15 
crores in 1988-89 as compared to i^4,89 crores in 1987-88, 
This shows that, despite the collection of term loans and 
rise in equity base, the Corporation needed more financial 
support to improve performance. Lack of finance has pre-
vented the conversion of the 4 wet process kilns of Churk 
unit into a single dry process kiln despite the good inten-
tion of the management. At that time, the investment on 
this conversion was estimated to be around Rs, 23 crores, 
which now stands at Rs, 45,50 crores, but this would make 
the Corporation avail of precalcinator techniques. However, 
paucity of fxinds prevented the implementation of schemes 
of modernisation. The Dalla unit still awaits the conver-
sion of its 2 wet process kilns with precalcinator 
techniques• 
8,6 Environmental Problems 
Earlier air pollution was thought the bane of 
industrialised cities only and that too, of developed coun-
tries. However, now it can be seen that whether they are 
big cities of indiis trial is ed countries or small villages 
of developing nations, wherever industrial units like 
steel, chemical, fertilizer, cement are located, escape 
from environmental pollution becomes extremely difficult. 
Therefore our country too had to enact legislation Air 
Pollution (Prevention and control) Act 1981, 
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The type of pollution caused by a cement industry 
is different from that which is caused by industries like 
paper, fertilizer, chemicals theirmal power stations. In 
cement plants, water pollution is virtually absent. Gaseous 
pollution in cement plants is not of any consequence since 
the, stack emissions from cement units carry absolutely 
safe gases like carbon dioxide and water vapour with neg-
ligible amount of dust particles - mainly consisting of 
partially calcined limestone dust. In cement industry, the 
smoke and gases which are discharged through a kiln stack 
are not hazarduous as compared to obnoxious and harmful 
14 
chemicals in other industries. 
And yet a cement industry does pollute the environ-
ment through dust emissions, which are of two kinds, stack 
and fugitive. Stack emission pollutes the atmosphere and 
surroxondings of cement plants, but fugitive emissions harm 
the environment and accompany all crushing, grinding even 
packing pperations. In addition there is noise pollution 
also which is accessory to all levels of crushing and 
grinding more particulary if heavy machinery are operated. 
To keep the environment free,a pollutions control 
project coating Rs. 10 crores was visualized during 1987-88. 
It was to be completed by 1989, But tight financial posi-
tion, prevented the Corporation to finance the project, 
though the Corporation is still pursuing the State Govern-
ment to keep the project on. 
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8,7 Sximmary 
Since the inception of the Corporation i t had to 
encoxinter various d i f f i cu l t i e s that have hanpered both 
production and product ivi ty. Technological constraints 
and old production techniques in Dalla, and special ly in 
Churk have affected capacity u t i l i s a t i o n of these un i t s , 
Infrastructural deficiencies too have taken their t o l l . 
Thus an ineff icient power supply, poor quali ty of coal 
and transport bottlenecks have also affected the over-
a l l performance of the Corporation, A pers is tent lack 
of finance s ta l led a l l effoxrts to cope with these d i f f i -
c u l t i e s . Consequently each financial year led to recurring 
losses . The Government's pricing pol ic ies also proved 
harmful. For more than a decade the Government had con-
t ro l led both price and d is t r ibut ion of cement. After that 
the era of p a r t i a l decontrol policy began that also did 
not help much because of the huge r i s e in manufacturing 
costs and the s l i gh t hike in retention p r i ces . 
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Chapter - IX 
SUMMARY^AND_RECOWWENDATIONS 
The aim of this chapter is to give a sumnnary 
of the preceding chapters, and make reconanendations 
on the basis of the findings and conclusions of the 
present study. The contents of this chapter there-
fore are as follow : 
9.1 Sxinmary; 
9*2 Recommendations• 
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9.1 Summary 
To sum up the foregoing discussion, it may be stated 
that cement is of crucial significance to the economy of 
India, Invented by Joseph Aspidin, an English brick-layer, 
in 1824, it is a characteristic feature of modem civiliza-
tion. However, the era of cement making, on modem lines, in 
India, commenced only during the beginning of present 
century. The first plant started production in 1914 with 
an installed capacity of 1000 tonnes per annxim, at Porbandar, 
in Gujrat, After independence, India adopted the path of 
planned economic development. Planning gave an inpetus to growth 
•o£ cement industry in the country. At present there are 
about 90 cement plants working with a total installed capa-
city of 59.9 million tonnes, reported in 1988-89. It may 
be noted that the private sector, dominates the industry and 
accounts for four-fifths of the total installed capacity 
and production of cement in the country, the remaining one-
fifth being the share of public sector plants. 
The first public sector plant was established by the 
Government of U.P. at Churk, in district Mirzapur, in 1954. 
The U.P. State Cement Corporation Ltd. was established in 
1972-73 with the transfer of the two cement plants at Churk 
and Da11a from the Government's Industrial Department. At 
that time, the Coporation had an installed capacity of 8.80 
Lakh tonnes per annum. At present, this Corporation has 
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three cen»ent plants one each at Churk, Da 11a and Chunar, 
in Mirzapur district, and has a total installed capacity 
of 25,60 lakh tonnes per annum. This Corporation was esta-
blished to achieve certain socio-economic objectives. Its 
main pvirpose was to accorr^ plish the task of increased produ-
ction with maximum capacity utilisation by exploiting the 
natural resources of the State to earn more profits on 
capital employed and thxis serve the interests of society. 
The production in the Corporation has increased from 
7.12 lakh tonnes in 1972-73 to 11,34 lakh tonnes in 1988-89 
and also the installed capacity rose from 8.80 lakh tonnes 
to 25.60 lakh tonnes during the same period. However, the 
capacity utilisation in the Corporation declined from 80 
per cent in 1972-73 to 44 per cent in 1988-89, Old production 
methods, and obsolete technology in use at the Churk and 
Da 11a plants were the main causes responsible for this decline 
and also some mechanical problems _.icj particularly in their 
crushing plants were discovered. Consequently by the time 
modernization and rehabilitation schemes were initiated, 
production was badly suffering. Besides conparative capacity 
utilisation at the Corporation too did not show good perfor-
mance, Conpared with A.C.C.(Associated Cement Companies Ltd.), 
the Corporation's capacity utilisation was unsatisfactory. 
The capacity utilisation at A.C.C. over a period of 9 years, 
i.e., from 1980-81 to 1988-89, rose from 78 per cent to 
92 per cent^ capacity utilisation at U.P.S.c.C. declined 
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from 58 per cent to 44 per cent during the same period. 
This reduction in capacity utilisation also reduced U,P,S, 
C C ' s share in India's total production, falling to 2,5 per 
cent in 1988-89, when it stood at 4,5 per cent in 1972-73, 
while the installed capacity at the Corporation remained 
more than 4 per cent and that too, ever since its inception. 
After the introduction of the policy of partial 
decontrol, in 1982-83 production of cement as well as the 
installed capacity went up substantially. Similarly, installed 
capacity at the U.P, Corporation also rose about three times 
during this period from 8,80 lakh tonnes in 1981-82, to 
25,60 lakh tonnes during 1988-89, Because of the rise both 
in installed capacity and production the net sales at the 
Corporation went up to Rsll,472,50 lakhs in 1988-89 con?3ared 
to Rs 994.46 lakhs in the year 1972-73, During this period 
despite the best efforts of the Corporation its progress 
towards capacity utilisation was not satisfactory. Consequently 
the financial position of the Corporation was adversely 
affected and losses were incurred at the end of each financial 
year. 
Initially, the authorised capital at the disposal 
of the Corporation was Rs 20 crores, divided into twenty lakh 
equity shares of Rs 100 each, and, its issued, subscribed 
and paid-up capital was Rs 12 crores all held by the Govern-
ment of U,P, and its nominees. By August 1,1989, the issued 
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and paid up c a p i t a l increased t o Rs,67,73 crores as aga ins t 
the author ised c a p i t a l of Rs 80 c r o r e s . Company figures 
show t h a t during the p e r i o d , i . e . , between 1974-75 and 1988-89, 
the Corporat ion 's f i nanc i a l performance eroded with t ime. 
During 1974-75 because of higher investments in the Corporation 
by ou t s i de r s , the debt -equi ty r a t i o which had stood a t 
1.09:1 decl ined to 0.80:1 during 1988-89. Also the c a p i t a l 
employed in the Corporation decl ined t o Bs 53,39 lakhs in 
1988-89, from Rs 1,836.54 lakhs in the year 1974-75. During 
t h i s per iod the ne t worth of the Corporation f e l l to Rs(-) 
5,695.76 lakhs in 1988-89 as aga ins t Rs 1,092.57 lakhs in 
1974-75. The working c a p i t a l of the Corporation, which stood 
a t Bs 639.52 lakhs in 1974-75 decl ined t o Rs(-) 6,447.87 lakhs 
in 1988-89. These dec l ines ind ica te the worsening f inanc ia l 
pos i t ion of the Corporation over the y e a r s . The t o t a l annual 
loss accumulated by the Corporation in the year 1974-75,was 
Rs 283.24 lakhs and i t went up to Rs 4166.97 lakhs during 
1988-89, The only except ional year in between was 1982-83 
when the Corporation earned a ne t p r o f i t of Rs 808.66 lakhs . 
With the increase in the loss each year , the re turn on 
investment too f e l l a t a higher r a t e . In 1974-75 re turn on 
investment was (-) 18,9 per cent and i t decl ined to (-)61.5 
per cent in 1988-89. 
Ever s ince i t s incept ion in Apr i l 1972, the p r i ce 
and d i s t r i b u t i o n of cement produced by the Corporation was 
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controlled by the Union Government till May 1979. Between 
1972 and 1979 all the units of the corporation had adopted 
uniform retention price formula. As a consequence many high 
cost plants incurred huge losses and this pron^ ited the 
industry to make representations to the Government asking 
for better alternatives. On the recommendation of a High 
Level Committee, headed by Lav Raj Kumar, the Government 
replaced the uniform price system by a three tier pricing 
system in May 1979, Under this system the cement plants 
were categorised as high, medium and low cost units. In 
April, 1982, in response to the industry's request, the 
Government introduced a new dual pricing system as recommen-
ded by the Ghosh Committee and this was known as the policy 
of partial decontrol. Under this system the distribution 
of cement was made on the basis of a levy and non-levy 
criteria. I«evy cement was meant for Government and small 
house builders and non-levy for general consumers in the 
free market. The Union Government fixed the price of levy 
cement, while non-levy prices were fixed by market forces. 
The Levy quota was reduced from time to time to give 
momentum to the cement indxxstry to grow. The industry was 
however not happy with the present cement policy of the 
Government and made more representation to the Government 
against the discontinuation of the current policies. Conse-
quently from April, 1989, all controls on price and distributton 
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of cement in the coiintry were removed. 
The U,P.State Cement Corporation Ltd,, a public 
limited conpany* has three cement plants in district Mirzapur, 
viz., Churk, Chxinar and Da 11a. The Corporate Office of the 
company is located at ChurX, which is the oldest unit of 
the conpany. The top managing authority in this organisation 
consists of a Board of Directors, and the Chairraan-cum-
Itenaging Director appointed by this Board runs the company. 
Each xinit of the con^ jany works xander the control of a 
General Manager, As on 31,3.1989,the total nuntoer of emplo-
yees working in the Corporation on regular basis stood at 
4515. During the period under review various executive 
development programmes were organised by the Corporation at 
different institutes of national repute to provide training 
to its enployees. Shop coiancils and joint councils are 
functioning regularly to help encourage workers participation 
in the management of Corporation, 
The working of U,P, State Corporation which is about 
20 years old, gradually became unsatisfactory becaiise of 
low capacity utilisation. Its lack-lustre performance had 
behind it many causes. Performance at the Churk cement unit 
was xinsatisfactory mainly because of obsolete and out dated^ 
machinery and thus the capacity of the plant also declined. 
The Corporation did not modernise the Churk and Dalla anits 
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with the help of the pre-calcinator technique. Short supply 
of power also affected the operation of cement plants. Bad 
quality of coal, price increase, as well as freight charges 
and inefficient rail transport services were partly respon-
sible for this gloomy performance. Besides the huge escala-
tion in the cost of the product, continuous increment in 
excise duty, and low realisation from levy and non-levy 
cement have too adversely affected the profitability of the 
Corporation, Finally the heavy exodus of technical and 
professional hands from the Corporation took a heavy tnll. 
9.2 Recoimnendations 
To conclude the above discussion it can be said that 
the U.P. State Cement Corporation had to face many problems 
in the past that adversely affected its growth. It is unfor-
tunate that no timely steps were taken to tackle these 
problems. This study makes the following recommendations 
of 
for rrevamping and restructuring the activities/u.p.S.C.C, 
1. At present Churck cement factory has 4 wet process kilns, 
which have become very old and out dated. Obsolete 
machinery and spare parts have increased consunption 
of power and coal, while the capacity of the plant has 
declined. Wet process kilns require best quality of coal 
which is scarcily available in India. As a result, cost 
of production increases. The replacement of these wet 
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process kilns of 1200 TPD (tonnes production daily) by 
a single dry process kiln.:- of 1500 TPD operated with pre-
calcinator technique has been under consideration for the 
past one decade. The management of U.P.S.C.C. has not yet 
effected this change. It is therefore, suggested that wet 
process kilns at Churk be replaced by a dry process kiln 
with pre-calcinator, as early as possible. The crushing 
plant at Ghurma quarry should also go for replacement of its 
machinery to augment the productivity in this prestigious 
plant. With the implementation of dry process technology, 
fuel consuirption will be reduced and even low quality of 
coal would become permissible. One significant gain of this 
technology is that it requires less workers than those 
required in the wet process. Moreover this will reduce the 
cost of production at the Churk unit of the Corporation. 
2. The Dalla plant has two units for clinkerisation, one of 
which is worked by 2 wet process kilns having a capacity 
of 4 lakh tonnes, and the other is a dry process technology 
unit with 2 kilns having a capacity of 8 lakh tonnes. It 
is suggested that the capacity of the dry process kilns at 
Dalla should be raised to 1800 TPD, with the help of the 
pre-calcinator technique, and wet process kilns should best 
be closed down. This requires timely action and should be 
inplemented at the earliest. 
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3. The three units of Corporation, viz^, Churk, Dalla and 
Chxinar were established before the enactment of Pollution 
Control Act* Today a pollution free environment has acquired 
great significance. Needless to say that environment should 
be kept free of pollution. It was hoped that work on pollution 
control project will be completed by the end of 1989, The 
cost of this project was estimated to be about Rs 10 crores, 
but this project has not yet been inplemented due to the 
Corporation's tight liquidity position. It is recommended 
that the State Government should extend all possible financial 
assistance to the Corporation, so that it may initiate action 
for inplementing pollution control project, 
4, The capacity utilisation in the Corporation has not been 
satisfactory mainly because of lack of modem technology 
and technical expertise, which should be looked into without 
delay. The services of foreign experts may be engaged from 
time to time to use their updated knowledge and expertise, 
Infact, some cement manufacturing organisations in the 
country have taken foreign help to augment their production 
and capacity utilisation of their plants. The Corporation 
has modernisation and technological upgradation programmes 
and these cover conversion from the wet to the dry process, 
updating technology in factories, modernizing quarries 
operations as well as crushing and grinding and material 
handling. The pre-calcinator technique has to be fully 
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introduced and the pollution control project implemented. 
5. Beaurocratic procedures and delays in the sanction of 
projects hinder the progress of the work and timely execu-
tion of projects*This needs to be rectified to avoid losses 
in production. The Corporation had proposed to set up a 
big cement plant with a 2000 to 3000 tonnes per day capacity 
at Mandarsu near Kalsi« about 40-45 kms. north-west of 
Dehrad\an. Preliminary work on these projects has already 
started and further action will be taken after obtaining 
clearance from the department of environment and the 
Government of India. This is rather unfortunate. Speedy 
clearance of such projects from the Government is the need 
of the time to help the Corporation improve its productivity 
as well as production capacity. 
6. There are reports that the working of the Corporation was 
adversely affected on account of inadequate infrastructxire 
facilities like poor quality of coal, shortage of power and 
transport bottlenecks. Coal has been used as a principal 
source of energy in cement units. To meet this situation it 
is suggested that the Corporation opt for natural gas as an 
apt subsitute, for USSR and Pakistan use natural gas as 
fuel in many cement plants. Natural gas has the advantage 
because it does not have a high ash content and can be used 
as fuel in rotary kilns. Besides there is total freedom 
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from ash contamination and hence there is scope for exploi-
ting marginal grade limestone. Again, there may be a small 
increase in cost, when coal is used, for addition of siliceous 
material (clay) to con5>ensate for the ash from coal, which 
is absorbed in cement clinkers. 
To meet the regular power shortage it is recommended 
that the CoiT>oration should establish captive D.G. sets 
as soon as possible. The Union Government has suggested the 
installation of captive power plants to meet about 40 per cent 
of the Corporation's requirements. As a result many cement 
plants in the country have installed captive power plants. 
However these are concentrated in power decifit States to 
overcome adverse effect on profitability. Railway wagon 
shortages should be met by the Corporation's own resources, 
though the Government should also help by providing wagon 
facilities to the Corporation, 
7. Labour is a recognised factor of production, and therefore 
workers' welfare should be considered a joint responsibility 
by employers, trade unions as well as the State, The Corpo-
ration has formulated several guidelines for the welfare of 
its workers. However a great deal more can be done to inprove 
the situation including providing them welfare activities, 
cheap grain shops, better education and medical facilities, 
as well as organising creches, hospitals, sports and recrea-
tion centres. 
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8, Action should be taken to initiate developmental programmes 
like modernisation and rehabilitation,, and arrangement of 
infrastructural facilities by the Corporation's management. 
But then, to prevent sickness and encourage expansion, huge 
finances are required. Therefore, financial institutions 
like the IDBI, IFCI and other commercial banks should provide 
concessional rate loans for the modernisation and rehabili-
tation of the Chiark and Dalla units. Being a public sector 
unit. Government of U.P. too should make budgetory provisions 
to provide the Coirporation special assistance, so that it may 
up date technology, modernize and inprove its functioning. 
9, The management of the Corporation should be result-oriented 
capable of increasing production through maximum capacity 
utilisation as also improve the quality and lower the cost 
of product. Result-oriented management will increase both 
profitability and productivity. Most public enterprises are 
characterised by over staffing of personnel. Thus the mana-
gement should prime staff wherever necessary for efficiency 
and saving in Government expenditure. This will stream-line 
the cost structure of the Corporation. 
10, Although the Centre Government's dual pricing policy 
withdrawn in 1989-90,no longer exists. But responsibility 
of the Government does not end there. It should take some 
other concrete steps to ensxare the healthy growth of linits 
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that are sick in the country, like Churk and Da11a where 
average operating cost is very high. One such step may be 
to give excise duty concessions to such units. The rebate 
in excise duty announced by the Finance Minister, in the 
1988-89 budget was not adequate, for it was reduced to 
Rs 215.00 from the earlier 8s 225.00, Sick units like Ghurk 
and Dalla should be given better treatment by way of a 
greater reduction in excise duty and the cement plants which 
have converted their production methods from wet to dry, 
and have also expanded their installed x capacity after 
1988«89 should favourably be considered, and apportioned 
a similar category treatment, 
11, Finally, the Corporation's working needs to be streamlined. 
Its capacity utilisation declined at a higher rate and the 
Corporation incurred huge losses over the years. The total 
losses accumulated by the Coi^poration run into crores of 
rupees by the end of 1988-89, The State Government's decision 
to put the Corporation into the joint sector is indeed timely, 
Such a policy is long over-due and will help improve the 
Corporation's performance and prevent it from being consi-
dered a perpetual loss earner, private cement manufacturers 
may be alloted upto 49 percent of the Corporation's equity 
shares. Also, the companies selected should be profit 
earning organisations which have fully discharged their 
statutory obligations. There should be specific directions 
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against retrenchment. All regular eirployees should be given 
the full benefit of their contracts with the Corporation, 
And, as and when vacancies arise, casual and daily workers 
should get preference. However new appointnients should be 
regulated by the policies of the Corporation's new Board, 
Such privatisation measures would be in txine with 
the policy of liberalisation of the Government and will 
encourage the enthusiasm and confidence of the business 
community, Indian economy stands at a very crucial stage 
today and needs huge investments both from the domestic and 
international business communities. The Government too seems 
inclined to increase . privatisation of existing public sector 
units to help make them more operational and profit-oriented. 
Making them joint sector concerns would send appropriate 
signals to foreign investors. If the Government privatises 
any public sector tin it, it should not be influenced by 
personal or political gain. It should appoint reputed pro-
fessionals to value the assets and liabilities of these units 
and to determine their net worth. Resistance to privatisation 
may come from the labour class. However, consultations and 
reconciliation should ultimately help solve such problems 
amicably. 
The present thesis entitled, A Study of the Working 
of U,P, State Cement Corporation Ltd, Since 1972 attempts 
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to cover some important issues that confront this Corporation. 
Although it can not be claimed that all issues and drawbacks 
that confront the Corporation have been looked into. Scarcity 
of finance and non-availability of data were the main cons-
traints that prevented the stvidy to focviss many relevant areas 
which could have been focussed. Despite that, it is hoped 
that the aspects covered would provide useful guidelines 
both to the Corporation's management and to the Government. 
The suggested measures if implemented would go a long way 
in improving its performance, productivity and profitability. 
******** 
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APPENDIX-2 
Tfends in Capacity U t i l i s a t i o n a t A . C C between 
1980-81 and 1988-89 
Y^ar 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
Installed 
Capacity 
(Lakh tonnes) 
75.39 
74.78 
79.78 
87.4 
88.77 
88.77 
88.77 
85.85 
85.85 
Production 
(Lakh tonnes) 
59,09 
61.76 
65.09 
71.94 
73.97 
79.68 
79.25 
78.72 
79.29 
;^  Capacity 
Utilisation 
78.3 
82.5 
81.5 
82.3 
83.3 
89.7 
89.2 
91.6 
92.3 
Source : Data c o l l e c t e d from t h e o f f i c e of A.C,C.,3ombay, 
